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recent work Taxable Income points out one of 

the fundamental difficulties arising in the ap- 
plication of the judicial process to newly developing 
bodies of law when without the guideposts of prior 
related decisions, the courts must proceed to chart a 
course. 

“The judicial process,” he says, “at least in this 
situation does not seem to be so much the discovery 
of pre-existing principles of right as the investiga- 
tion of principles deemed to be fair and workable in 
the solution of the particular controversy.” 

Nowhere is this problem more numerously and 
insistently present than in the administration and 
interpretation of tax laws. 

Since the enactment of the income tax amendment, 
more than a hundred million returns have been filed 
—six and a half million it is estimated for this year 
alone. The making of these returns requires affirma- 
tive action by great numbers of people and involves 
the determination by them of endless complicated 
questions of legal interpretation, on many of which 
the courts themselves remain in disagreement until 
the final word is spoken. 


LU) ‘recent Secretary of the Treasury Magill in his 


* Address delivered to the Committee on Federal Taxation, American 
Bar Association, Washington, D. C., on March 20, 1937. 


** Chief Counsel, Bureau of Internal Revenue. 


That the successful administration of such a law 
rests primarily upon public confidence in the wis- 
dom and fairness of its administrators is self-evident. 
That the vast majority of taxpayers today yield 
unquestioning adherence to the regulations and admin- 
istrative decisions is not only a tribute to Mr. Hel- 
vering and his predecessors, but is a challenge to all 
of us to justify that confidence. 


Difficulties Encountered 


CAN only hope to illustrate very briefly in the 
space I have, some of the difficulties we face and 
some of the objectives at which we aim. 


That certainty is an important and desirable attri- 
bute of any taxing statute cannot be disputed. To 
the government it means vast simplification of ad- 
ministration. To the taxpayer its value is inestima- 
ble. Without it he is frequently lost. Yet absolute 
certainty is, of course, wholly unattainable, and 
there inheres in the rapid development of any new 
body of law a degree of uncertainty much greater 
than in the older fields. 


In discussing the very pressing tax problem of 
how far state immunity from federal taxation is to 
be carried, Mr. Justice Roberts in his dissent in the 
Brush case, decided March 15, 1937, points out our 
problem as follows: 


The frank admission of counsel at the bar concerning the 
confusion and apparent inconsistency in administrative 
rulings as to the taxability of compensation of municipal 
employees seems to call for an equally candid statement 
that our decisions in the same field have not furnished the 
executive a consistent rule of action. The need of equitable 
and uniform administration of tax laws, national and state, 
and the just demand of the citizen that the rules governing 
the enforcement of those laws shall be ascertainable require 
an attempt at rationalization and restatement. 

It seems to me that the reciprocal rights and immunities 
of the national and state governments may be safeguarded 
by the observance of two limitations upon their respective 
powers of taxation. These are that the exactions of the 
one must not discriminate against the means and instru- 
mentalities of the other and must not directly burden the 
operation of the other. 


Claims of Immunity 


N THE January issue of the Tax MaGazine,? in 
an article by Mr. Brabson of the Assistant Gen- 
eral Counsel’s office, it is estimated that there were 





1 Brush v. Com. of Internal Revenue, 374 CCH { 9175. 


2“TIncome Tax Exemptions and the Loss of Federal Revenues,” by 
George D. Grabson, 15 Tax MaGazine 1, p. 8. 
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in 1935 almost five million state officers and em- 
ployees—a considerably greater number than the 
total federal income tax returns filed for that year. 

In unending stream come the claims of immunity 
—port authorities, bridge authorities, tunnel com- 
missions, special improvement districts, irrigation 
districts, municipal light plants, municipal water 
plants, sewerage commissions, park commissions, liq- 
uor commissions, school districts, school cafeterias, 
and a host of others—and all their employees lay 
claim to this immunity. School and city lawyers, 
school and city doctors, school and city engineers, 
school and city architects, state lawyers, state doc- 
tors, state engineers, state architects, court stenog- 
raphers, bank receivers, masters in chancery, bank 
liquidators, bar examiners, sheriffs, auctioneers, 
township attorneys, guardians and even dog catchers 
claim to be members of this favored class. 

Nor is exemption claimed only for salaries. Hun- 
dreds of millions of dollars’ worth of securities of 
states, municipalities, improvement districts, bridge 
authorities, port authorities, tunnel commissions, 
park commissions, etc., are sought to be withdrawn, 
both as to issuance and income, from the sphere of 
federal taxation. 


It is even asserted that the football crowds attend- 
ing the great state university games are exempt from 
the federal admissions tax because football as played 
by the state universities is played in the exercise of 
an essential governmental function. 





The Brush Case 


HE Brush case involved the salary of an engi- 

neer of the Bureau of Water Supply of the City 
of New York. Immunity, according to the current 
test, depends on whether the employee is engaged in 
an activity constituting an essential governmental 
function. 


In deciding that the acquisition and distribution 
of city water was an essential governmental func- 
tion, the court through Mr. Justice Sutherland said: 


There probably is no topic of law in respect of which the 
decisions of the state courts are in greater conflict and 
confusion than that which deals with the differentiation 
between the governmental and corporate powers of mu- 
nicipal corporations. This condition of conflict and con- 
fusion is confined in the main to decisions relating to 
liability in tort for the negligence of officers and agents of 
the municipality. 


After distinguishing these tort cases, the court 
continues: 


* * * We put aside the state decisions in tort actions as 
inapposite. * * * 

We thus come to a situation which the courts have fre- 
quently been called upon to meet, where the issue cannot 
be decided in accordance with an established formula, but 
where points along the line “are fixed by decisions that this 
or that concrete case falls on the nearer or farther side.” 
* * * We are of course quite able to say that certain func- 
tions exercised by a city are clearly governmental—that 
is, he upon the nearer side of the line—while others are 
just as clearly private or corporate in character and lie 
upon the farther side. But between these two opposite 
classes there is a zone of debatable ground within which 
the cases must be put upon one side or the other of the 
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line by what this court has called the gradual process of 
historical and judicial “inclusion and exclusion.” Continental 


Bank v. Rock Island Ry., 294 U. S. 648, 670, and cases cited. 

We think therefore it will be wise to confine as strictly 
as possible the present inquiry to the necessities of the 
immediate issue here involved and not by an attempt to 
formulate any general test, risk embarrassing the decision 
of cases in respect of municipal activities of a different 
kind which may arise in the future. 

This important decision necessarily contributes 
little toward certainty in approaching the innumer- 
able immunity problems that we must decide. It 
indicates the length of the road we must travel be- 
fore we reach a goal even approximating certainty. 

The problem of avoiding injustice in all cases and 
at the same time observing the law is ever present 
in our work. Tax collection, of course, is not a mat- 
ter of equity. Its rules are necessarily arbitrary. 
The line between what is taxable and what is not 
taxable has to be fixed somewhere and the point at 
which it is drawn is fixed by legislation. 

Yet even in tax administration and in tax decisions 
there is some play for equity. Take the bad debt 
statute: 

In computing net income there shall be allowed as de- 
ductions * * *, 


Debts ascertained to be worthless and charged off within 
the taxable year, (or in the discretion of the Commissioner, 
a reasonable addition to a reserve for bad debts); and when 
satisfied that a debt is recoverable only in part, the Com- 
missioner may allow such debt, in an amount not in excess 


of the part charged off within the taxable year as a de- 
duction. 


Treatment of Bad Debts 


ANDOLPH PAUL in a recent article in the 

Cornell Law Review points out that this re- 
quirement that the taxpayer charge off the debt 
during the taxable year “is supposed to evidence aban- 
donment and constitute a test of good faith. It is 
predicated upon the assumption commonly known 
to be contrary to fact, that the taxpayers keep 
books.” The statute clearly intended to permit the 
writing off of bad debts. Yet the letter of the law 
by requiring the charge-off barred the deduction to 
the great mass of taxpayers. The Board of Tax 
Appeals and the courts refusing to permit this ab- 
surd result of literal interpretation have treated bad 
debts as though charged off even though the tax- 
payer keeps no books. Said the court in Jones v. 
Commissioner, 38 Fed. (2d) 550, 554: 


The remaining question is whether or not decedent com- 
plied with that part of the statute which requires the debt 
to be charged off within the taxable year. It is undisputed 
that decedent kept no books of account except his bank 
book, and for this reason no formal book entry of charge- 
off was necessary. Appeal of Huning Mercantile Co., 1 
B. T. A. 130; Appeal of Collin, 1 B. T. A. 305; Appeal of 
United States Tool Co., 3 B. T. A. 492; Robert Mitten v. Com- 
missioner, 11 B. T. A. 731. “The mechanical process of 
keeping accounts is not prescribed by statute. Such ac- 
counts may be recorded in an elaborate set of books, or 
in mere memoranda, or be recorded only in the brain of 
the taxpayer. It can make no difference as to the form of 
such operation.” This language was used by the Board 
in the Appeal of Collin, supra, and we commend its reason- 
ableness and fairness. 
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Claims for Deductions 
in Amended Returns 


HE corollary question has also arisen as to 

whether a taxpayer who keeps no books and 
overlooks claiming the deduction in his original tax 
return can claim it in an amended return. And still 
there remains that unending source of controversy as 
to when the debt became worthless. 


It would seem axiomatic that the government 
should be no more willing to take from a taxpayer 
more than he owes than that it should permit him 
to escape with payment of less than he owes. But 
what he owes and whether he owes anything is often 
a question falling in that twilight zone of uncertainty 
referred to by the court in the Brush case. Some- 
times it involves the old problem of substance versus 
form. A taxpayer having gone through all the for- 
mal motions of reorganization claims the benefit of 
the statute though the transaction in effect is noth- 
ing more than a sale conducted in such manner as to 
have the appearance of a tax free reorganization. In 
the Gregory case the Supreme Court looked through 
the form and held such transactions taxable. 


In other cases the taxpayer effects a reorganiza- 
tion in substance, but through some error fails to 
take the formal steps required by the statute. Will 
the court in such cases hold that the reorganization 
falls within the statutory exemption? 

Sometimes the problem is one of depreciation or 
basic value involving complicated valuation of as- 
sets and requiring the work of accountants and engi- 
neers over long periods of time and resulting in 
complete disagreement between the taxpayer’s ex- 
perts and the government’s experts. 


Multiplicity of Problems Encountered 


HE problems simple and complex, factual and 
legal, pour in ceaselessly : 
Is a gift in trust for the benefit of a minor child, 


the income to cumulate till he comes of age, the gift 
of a future interest? 


Is a certain organization charitable within the 
meaning of the law? 


Was an estate entitled to deduct the state estate 
{ax in one year or another? 

Is a loss claimed an ordinary loss or a capital loss? 

Are accrued processing taxes deductible? 

Was a certain transfer made in contemplation of 
death? 

Was a corporate salary deduction excessive ? 

Is income from a certain trust taxable to donor 
or beneficiary ? 

Is a gift to a city deductible prior to its accept- 
ance? 

Is the loss on a mortgage foreclosure deductible 


in the year of sale or when the redemption period 
expires? 


Did a stock or debt become worthless in one year 
or another? 

Are insurance agents employees within the mean- 
ing of the Social Security Act? 
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The answer to these and countless other problems 
must be made. We cannot be sure we are right in 
our answers. 


We can be sure that they are honestly given, that 
we approach them in a realistic manner, that we 
abide by our agreements and that we do not permit 


our judgment to be warped by the possible revenue 
involved. 


Conclusion 


(y= final word! -It has recently come to my 
attention that various plans of tax avoidance 
or evasion are being quietly advertised by laymen 
of one vocation or another to large taxpayers. Fre- 
quently the plan involves the formation of corpora- 
tions in foreign countries or in small and obscure 
islands. The propagandists are plausible in their 
explanation and positive in their assertion that their 
particular transaction is lawful or has been upheld 
by the Bureau of Internal Revenue. In this man- 
ner we find that sometimes intelligent people have 
adopted these devices, paid large commissions to 
the propagandists and involved themselves in end- 
less trouble with the government. 

It is our settled policy to resist to the utmost all 
schemes wherein the taxpayer seeks apparently to 
wipe out his income and avoid a tax by merely going 
through a lot of motions and formalities. All such 
schemes will be fought through the office and 
through the courts to the very end. They are not 
bona fide in character. They attempt to set up a 
series of transactions whereby the taxpayer by a 
sleight of hand performance makes his income dis- 
appear for tax purposes only. Most unfortunate of 
all in such cases is the foolish and naive person who 
is persuaded that such schemes will work and finds 
himself involved in actions resulting in fraud penal- 
ties and criminal prosecutions. 


We earnestly hope that every taxpayer to whom 
such a scheme is presented will disclose the entire 
matter to the Bureau of Internal Revenue. The 
assertion of these propagandists that in certain ab- 
stract cases rulings of the Bureau make such plans 
legitimate will generally be found erroneous when 
the whole scheme is presented for consideration. 
Only by such full presentation can the taxpayer be 
certain that he is avoiding criminal acts and fraud 
penalties. 

The attitude of the taxpayers towards the law and 
its administration is in no small part determined by 
the advice of their tax lawyers. 

Taxes are unpleasant. They are burdensome. The 
benefits derived from them, though multitudinous, 
are apt to be overlooked. Yet it is a very small 
group that even litigates their tax liabilities and an 
infinitesimal group that resorts to fraud and con- 
cealment. 


On the tax bar on the one side and the government 
bar on the other rests the responsibility for carrying 
on a legal development in this field that will lead 
toward the certainty, fairness and workability that 
are essential to proper administration. 








Broadening the 


Income Tax Base’ 

SINCERELY appreciate this opportunity to 
| discuss with you briefly some of the problems 

of federal taxation. We need to discuss taxes 
more often. It has long been my belief that the 
American people have given altogether too little 
thought and attention to the formulation of a sound, 
coherent, and adequate policy of governmental taxa- 
tion and fiscal administration. 

Whether we like it or not, we as citizens must pay 
the bills for the government under which we live 
and through which we benefit. We must face the 
question intelligently and work out its complex prob- 
lem dispassionately, otherwise we shall be the vic- 
tims as taxpayers of an unjust, haphazard, revenue 
system, designed to raise the money and fool the 
people, all at the same time. 

We can correct this situation if we can get the 
facts before the people. I firmly believe that groups 
such as yours can render a very notable service to 
the people of this country by lending their efforts to 
the stimulation of public discussion on tax questions. 


Increased Federal Expenditures 


HE expenditures of the federal government over 
the past decade have been steadily increasing 
from year to year. In 1927, they amounted to ap- 
proximately three and a quarter billion dollars. Last 
year our federal budget almost hit the nine billion 
dollar mark. Some of these increases have been 
due to emergency expenditures to combat the prob- 
lems of human relief and economic deflation, but 
it is significant to note that except for the temporary 
setbacks suffered in the fiscal years of 1933 and 1934 
the general expense of our normal governmental 
program, excluding debt retirement, interest, and 
emergency expenses, has consistently been increas- 
ing. Last year it amounted to approximately five 
billion dollars, 56% of the entire budget. 
Much of this increasing expense of government 
has been financed by borrowed money. Since the 
World War we have not taxed heavily enough. Had 





* Address delivered to the Committee on Federal Taxation, American 
Bar Association, Washington, March 20, 1937. 
** United States Senator from Wisconsin, 
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we retained the income and inheritance tax rates 
enacted by the Revenue Bill of 1921, the federal gov- 
ernment could have paid off every nickel of the pub- 
lic debt in addition to meeting the current operating 
expenses of the government, but we did not do it. 
And since the precipitation of the economic crisis 
in 1929 annual deficits have become a regular occur- 
rence. 


Sooner or later we must face the problem of tax- 
ing sufficiently to lessen the use of the government’s 
credit. I am firmly convinced that we ought to 
undertake that job right now. The question arises, 
then, as to where we can get the money. 


I have always contended that the federal govern- 
ment should pursue a thorough-going program of 
graduated taxation strictly in accordance with the 
taxpayer’s ability to pay. Such a program has never 
really been tried in this country. We have had in- 
come taxes, but the system of income taxation has 
not had a broad enough base to realize its full reve- 
nue potentialities or to achieve the stability that is 
essential in a sound tax program. 

In 1929, the revenue from individual income tax in 
this country was $1,000,000,000. In 1932, with rates 
two and a half times higher, the revenue from this 
source was only $329,000,000. Great Britain experi- 
ences no such drastic fluctuations of revenue, for in 
England the tax system is more broadly based. 


Taxation of Lower Bracket Incomes 


ROM the standpoint of raising revenue the im- 

portant brackets that must be made to carry 
their fair share of the tax burden are those below 
$50,000 annual taxable income. Over 92% of the 
taxable individual net income in the entire nation 
falls in these classes. Yet during the fiscal year of 
1936 only 46% of the federal income tax revenue 
came from these brackets. 

In the first session of the last Congress, I intro- 
duced two amendments designed to broaden the 
base of our federal income tax system. The first 
would have imposed surtaxes ranging from 4% ona 
taxable net income in excess of $3,000 to 75% on 
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taxable incomes in excess of $5,000,000. On incomes 
between $44,000 and $50,000 it proposed a surtax of 
30%, and the surtax rates on other brackets of in- 
come were graduated accordingly. The effect of 
this amendment would be to stiffen the surtax rates 
all along the line and particularly on those incomes 
ranging roughly from $10,000 to $50,000 where so 
much of the individual taxable income of this coun- 
try is to be found. 


It was estimated at the time that this plan would 
raise about $175,000,000 additional revenue annually. 
Now, with a general rise in gross national income 
it would be reasonable to assume that this estimate 
might be increased. 


My other amendment provided for the reduction 
of personal exemptions from $1,000 to $800 for single 
persons and from $2,500 to $2,000 for married per- 
sons. Flat exemptions such as we have in our fed- 
eral tax law work against the principle of taxation 
according to ability to pay. In effect they always 
apply to the top rate to which an income is subject 
and effect greater savings for the people with high 
incomes than they do for the people with low in- 
comes. Of the $40,000,000 which this plan would 
raise, according to estimates made at the time, only 
$7,000,000 would come from the 1,400,000 new in- 
come taxpayers. The other $33,000,000 would come 
from people in the existing tax brackets. 

Together these two amendments were capable of 
raising about $215,000,000 additional income annu- 
ally, according to reliable estimates made at the 
time they were before the Senate for consideration. 


Broader Income Tax Base Advocated 


THINK the time has come for the federal gov- 

ernment to adopt a sensible income tax program 
with a base broad enough to supply all the revenue 
needed and a foundation firm enough to provide a 
steady, dependable source of revenue. 


If that is done, the way will be clear for the repeal 
of all of these inelastic nuisance taxes which work 
such a hardship on the men and women of low in- 
comes. In spite of a 28% increase in income tax 
revenues during the fiscal year of 1936 these miscel- 
laneous sales and excise taxes constituted about 60% 
of our federal internal revenue. 


These taxes are not in accord with the principle 
of taxation upon the basis of the taxpayer’s ability 
to pay, and they are a dangerous element in our fis- 
cal policy. 

I am confident that the majority of the American 
people will accept a broad and comprehensive tax 
system which is frankly based upon the individual’s 
ability to carry a tax burden if we can only relieve 
the people of moderate income from the unfair bur- 
den of these inelastic taxes prevailing today. 


Importance of Government’s 
Role in Modern Society 


T WILL be necessary to raise taxes. This talk 
of cutting government costs will never accom- 
plish any significant results. It is certainly true 
that there are instances of wasteful expenditure in 
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our federal budget, and they should be corrected. 
But substantially the role of government in modern 
society is of necessity becoming more and more 
important, and it will require more effort, more at- 
tention, and more money from the federal govern- 
ment as time goes on. 

There was a day when the economic opportunity 
of the western frontier absorbed all the surplus capi- 
tal that the people of this country could scrape to- 
gether. The expansion of private enterprise and the 
investment of private capital were the driving forces 
behind the expansion of our economic activity and 
the increase of our national income. 

Today the situation is different. The sound ex- 
pansion of private enterprise must wait for a sub- 
stantial improvement of the economic standing of 
the masses of our people and the substantial in- 
crease of their purchasing power. 

The real frontier of expanding economic activity 
today lies in the field of public improvements. 
There is a vast untold quantity of work to be done 
in this field, and it must be done if we are to pre- 
serve for ourselves and posterity the heritage which 
we have as American citizens. 


Every year we are losing $400,000,000 worth of 
precious topsoil through erosion. Floods ravage 
our great river basins causing tremendous damage 
to property and inflicting hardship and death upon 
our people. Millions of Americans are poorly 
housed. Untold numbers are undernourished. Our 
schools are not nearly adequate to the task of uni- 
versal public education. Highways and rivers can 
be improved to serve transportation. Our people 
are without adequate recreational facilities. We 
need to plant new forests, establish wild-life preserves, 
develop a more efficient program of land utilization. 


All these tasks, and more, remain to be done. Pri- 
vate capital will not go into this field of capital 
investment. This is a new frontier which the gov- 
ernment can develop and thus restore the measure 
of equality of economic opportunity once afforded 
by an expanding physical frontier of settlement. 


Conclusion 


I N CONCLUSION let me call your attention to 
the fact that taxes are more than devices for 
raising governmental revenues. They are also in- 
struments of social control. A wise tax policy will 
not only furnish money for the government but also 
may be instrumental in maintaining the delicate bal- 
ance necessary for the preservation of our national 
economy. An ill-advised program of taxation may 
provide temporary revenues, but in our modern eco- 
nomic society it may bring on disaster. 

At present we are in an economic phase which is 
showing ominous signs of developing into the same 
kind of artificial boom we had ten years ago. Cor- 
porate profits are on the upswing. Wages, though 
increasing, are not keeping pace with profits. There 
is grave danger that a boom psychology may develop 
in the near future. If mass purchasing power can- 
not keep pace with increased production, we will 
face another collapse similar to the crash of 1929. 

(Continued on page 311) 





























this subject because of my close familiarity with 

several celebrated cases which have involved this 
problem, or have an important bearing upon it. 
They are the Dorrance Tax Cases and City Bank 
Farmers Trust Company v. Schnader ct al., 291 U. S. 
24 (1934). 


I ASSUME that I have been asked to discuss 


History of the Dorrance Cases 


ERHAPS the most useful way to begin our dis- 

cussion would be to state one by one the steps 
in the Dorrance Cases which eventuated in the pay- 
ment by the Dorrance estate of one inheritance tax 
to Pennsylvania amounting to more than $17,000,000, 
and of another to New Jersey of approximately the 
Same amount. 


Dr. John T. Dorrance died on September 21, 1930. 
During five years prior to his death his family and 
he had lived at Radnor, Delaware County, Pennsyl- 
vania. Previously they had lived at Cinnaminson, 
New Jersey. 

When he acquired the Pennsylvania home, Dr. 
Dorrance did not abandon the New Jersey home- 
stead. He kept it open and equipped with servants 
and occasionally stayed there overnight. And he 
intended,—-as far as he legally could,—to retain his 
New Jersey domicile. 

In 1928 he made his will in which he directed his 
executors to probate it in New Jersey on penalty of 
forfeiting their right to serve as executors. 


Upon Dr. Dorrance’s death his executors obeyed 
the directions of his will and, on October 2, 1930, pro- 
bated it in the county in which the New Jersey 
homestead was located. 

On March 26, 1931, the Register of Wills of Dela- 
ware County, Pennsylvania, started proceedings for 
the collection by the Commonwealth of Pennsyl- 
vania of transfer inheritance tax on the intangible 
personal property of Dr. Dorrance. The first step 
was the appointment of appraisers to appraise the 
estate. 





* Address delivered before the Committee on Federal Taxation, 
American Bar Association, Washington, D. C., March 20, 1937. 
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All of Dr. Dorrance’s securities were kept in New 
Jersey, but at the date of his death he owned ap- 
proximately $2,000,000 in stock of Pennsylvania cor- 
porations. The home at Radnor was held by Dr. 
Dorrance and his wife as tenants by the entircties, 
so that Dr. Dorrance’s stock in Pennsylvania corpo- 
rations was his only property within the control of 
Pennsylvania. 


Having no information regarding the property 
of Dr. Dorrance, the Pennsylvania appraisers made 
an arbitrary appraisal of $200,000,000, and an assess- 
ment of tax amounting to upwards of $31,000,000. 
This was done on April 20, 1931. (This amount 
was reduced to the correct figure, based on the ac- 
tual value of the estate, during the litigation which 
followed.) 


On May 2, 1931, counsel for the estate notified the 
New Jersey Transfer Inheritance Tax Bureau of 
the Pennsylvania proceedings, suggesting that the 
State of New Jersey intervene and be represented 
at the trial of the Pennsylvania case. New Jersey 
did not adopt this suggestion. 


On May 18, 1931, the estate took an appeal from 
the Pennsylvania appraisement. 


On October 17, 1931, the State Tax Commissioner 
of New Jersey made an assessment against the es- 
tate of transfer inheritance taxes amounting to up- 
wards of $12,000,000, with an additional assessment 
of more than $4,000,000 covering so-called contin- 
gent interests. 


On October 19, 1931, the Orphans’ Court of Dela- 
ware County, Pennsylvania, began hearing testi- 
mony on the question of Dr. Dorrance’s domicile. 
The hearings were concluded on November 11. 


Under the Pennsylvania procedure the Orphans’ 
Court hears de novo an appeal from an inheritance 
tax appraisement. The pleadings consist of a peti- 
tion for citation which issues in the name of the 
Commonwealth and an answer filed by the repre- 
sentatives of the estate. 


The executors’ answer averred that Dr. Dorrance 
at the date of his death was domiciled in New Jer- 
sey and alleged that the imposition by the Pennsyl- 
vania authorities of an inheritance tax would be a 
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violation of the Fourteenth Amendment of the Con- 
stitution of the United States. 


On December 4, 1931, the estate petitioned the 
New Jersey authorities to open, set aside and cancel 
the New Jersey appraisement so that at a later date 
the executors might present additional information 
regarding the domicile of Dr. Dorrance at the date 
of his death. The petition recited the pendency of 
the Pennsylvania proceeding. 

On December 12, 1931, the New Jersey Tax Com- 
missioner granted the prayer of this petition and 
cancelled the New Jersey assessment. 


On February 15, 1932, the Orphans’ Court of Dela- 
ware County, Pennsylvania, filed its opinion sustain- 
ing the executor’s appeal and setting aside the Penn- 
sylvania appraisement. The basis for the court’s 
action was a finding that Dr. Dorrance was domi- 
ciled in New Jersey at the date of his death. 


The Commonwealth appealed. The appeal was 
argued in May, 1932, and on September 26 of that 
year the Supreme Court of Pennsylvania reversed 
the action of the Orphans’ Court, holding that Dr. 
Dorrance, at the date of his death, was domiciled in 
Pennsylvania. Dorrance’s Estate, 309 Pa. 151. 


In the Supreme Court of Pennsylvania the case 
was argued as one involving only the question of 
domicile under the law of Pennsylvania. A federal 
question was neither presented nor argued. 


Immediately after, the Pennsylvania decision, the 
Tax Commissioner of New Jersey re-assessed the 
estate for inheritance tax in the exact amount of the 
earlier assessment which had been cancelled on peti- 
tion of the executors. 


The estate filed in the Supreme Court of the 
United States a petition for certiorari to review the 
decision of the Supreme Court of Pennsylvania. 


On November 7, 1932, the State of New Jersey 
filed a motion for leave to intervene in support of 
the petition for certiorari, and also a motion for 
leave to file a bill of complaint to restrain Pennsyl- 
vania from collecting the tax. 


Pennsylvania did not oppose the petition for leave 
to intervene but filed an answer opposing the mo- 
tion for leave to file New Jersey’s bill of complaint. 


Pennsylvania argued in opposition to New Jer- 
sey’s motion for leave to file the bill that there was 
no justiciable controversy between New Jersey and 
Pennsylvania, that proceedings to collect tax then 
pending in the Pennsylvania courts could not be 
stayed by injunction in violation of Section 265 of 
the Judicial Code, that New Jersey had been guilty 
of laches in not proceeding to collect the tax which 
it claimed, and that the bill made no showing of 
threatened irreparable injury. 


The Supreme Court denied both of New Jersey’s 
motions, but permitted the Attorney General to file 
a brief amicus curiae on the estate’s application for 
writ of certiorari. Such a brief was filed. 

On December 5, 1932, the Supreme Court refused 
the petition for certiorari “upon the ground that the 
federal question was not properly presented to, and 
was not decided by, the Supreme Court of Pennsyl- 


vania.” Dorrance et al. v. Pennsylvania, 287 U. S. 
660. 
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Thereupon counsel for the executors attempted, 
upon petition for reargument, to present to the Su- 
preme Court of Pennsylvania the question whether 
the Pennsylvania assessment was in violation of the 
Fourteenth Amendment, but the Pennsylvania court 
declined to hear argument on this question. Subse- 
quently the estate filed a second petition for writ 
of certiorari in the Supreme Court of the United 
States, which was denied, without reason given. 288 
U. 3S. a. 

To enable them to file a petition for certiorari in 
the Supreme Court of the United States the execu- 
tors were required to give bond to Pennsylvania in 
approximately the amount of the Pennsylvania tax, 
and immediately after the United States Supreme 
Court refused the second petition for certiorari, that 
tax was paid. 


Shortly after the second New Jersey assessment 
was made, the executors offered in evidence before 
the New Jersey State Tax Commissioner, who re- 
ceived it without objection, the entire record in the 
Pennsylvania case including the opinion and judg- 
ment of the Supreme Court of Pennsylvania. They 
then appealed to the New Jersey Prerogative Court 
upon the ground that their decedent was domiciled 
in Pennsylvania at the date of his death, and that 
the imposition of an inheritance tax by the State of 
New Jersey would be in violation of the Fourteenth 
Amendment of the Constitution of the United States. 


The executors also filed with the Surrogate of the 
county in which the will had been probated, a peti- 
tion to revoke the decree of probate. This was never 
acted upon, and the executors continued to adminis- 
ter the estate as a New Jersey estate. 


On February 7, 1934, the Prerogative Court filed 
an opinion holding that Dr. Dorrance was domiciled 
in New Jersey at the date of his death, declining to 
recognize for any purpose the judgment of the Su- 
preme Court of Pennsylvania to the contrary, and 
sustaining the New Jersey assessment. /n re Dor- 
rance’s Estate, 115 N. J. Eq. 268. 


On July 6, 1934, the Supreme Court of New Jer- 
sey,—a court of intermediate appeal,—issued its writ 
of certiorari bringing before it for review the decree 
of the Prerogative Court. 


On February 8, 1935, the Supreme Court of New 
Jersey, in a per curiam opinion dismissed the writ 
of certiorari and affirmed the New Jersey assess- 
ment. Dorrance v. Martin, 13 N. J. Misc. 168. 


In the meantime, the Supreme Court of the United 
States had held in City Bank Farmers Trust Co. v. 
Schnader et al., 291 U. S. 24, that the executor of a 
resident of New York could maintain a bill in equity 
in the District Court of the United States for the 
Eastern District of Pennsylvania, against the Attor- 
ney General and Secretary of Revenue of Pennsyl- 
vania, to restrain them from collecting inheritance 
tax on certain of decedent’s tangible personal prop- 
erty located in Pennsylvania at the date of dece- 
dent’s death, but which the executor claimed was 
temporarily in Pennsylvania and hence did not have 
a situs in that State for tax purposes. 

The bill raised the question whether the imposi- 
tion by Pennsylvania of the tax claimed by that State 
would violate the Fourteenth Amendment of the 
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Constitution of the United States. (For the Su- 
preme Court’s decision on the merits, see 293 U. S. 
112.) 

Jelieving that the principle of this case was ap- 
plicable to their situation, the Dorrance executors 
on April 1, 1935, filed a bill in equity in the District 
Court of the United States for the District of New 
Jersey, asking a three-judge court to restrain the 
New Jersey taxing officers and the Attorney Gen- 
eral of New Jersey from collecting inheritance tax 
from them. 


Review of the City Bank Farmers 
Trust Company Case 


HE City Bank Farmers Trust Company case in- 

volved the right to tax tangible property; the 
Dorrance case, intangible property. But in both the 
question to be determined was situs for tax pur- 
poses. In the one case this question depended upon 
the circumstances under which the property was 
within the State; in the other, upon the domicile of 
the owner. 

The District Court held that the bill had been filed 
too late; that the administrative procedure estab- 
lished by the statutes of New Jersey for challenging 
tax assessments had been completed; that the case 
had reached a judicial stage; and that, therefore, 
it must be carried forward through the courts of 
New Jersey. Dorrance et al. v. Martin et al., 12 Fed. 
Supp. 746 (1935). 

At the same time that the executors filed their 
bill, a beneficiary entitled to a share of the residu- 
ary estate also brought a bill. Her bill was dis- 
missed on the ground that she was in privity with 
the executors, and that the same reasons which re- 
quired the court to dismiss their bill compelled here 
also to be dismissed. 

On appeal to the Supreme Court of the United 
States, these decisions were affirmed in an opinion 
by Mr. Justice Brandeis, Hill v. Martin et al., 296 
U. S. 393, decided December 16, 1935. 

Following this decision, the executors appealed 
from the decision of the Supreme Court of New Jer- 
sey to New Jersey Court of Errors and Appeals,— 
the highest court of New Jersey. 

That court, in a per curiam opinion, affirmed the 
decision of the Supreme Court of New Jersey. Dor- 
rance et al. v. Martin, 116 N. J. L. 362. 

Thereupon the executors filed in the Supreme 
Court of the United States their petition for writ 
of certiorari, asserting that the collection by New 
Jersey of an inheritance tax would be a taking of 
the petitioners’ property without due process of 
law, and that the Pennsylvania proceedings, includ- 
ing the judgment of its Supreme Court, having been 
made a part of the record in the New Jersey: case 
without objection, the Pennsylvania judgment must 
be accorded full faith and credit by the courts of 
New Jersey. 

On May 25, 1936, the petition for writ of certiorari 
was refused with the single word “denied.” Dor- 
rance et al. v. Martin, 298 U. S. 678. 

A petition for rehearing was refused (298 U. S. 
692). Thereupon the estate paid the New Jersey 
tax. 
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In the course of this litigation, which lasted from 
March, 1931 to June, 1936, every step, save one, was 
taken which has occurred to any one in connection 
with the problem we are discussing. 


The Interpleader Act 


HE so-called Interpleader Act was not ap- 

proved by the President until January 20, 1936, 
and could not, therefore, be utilized by the Dorrance 
estate. 

The Interpleader Act (28 U. S. C. A. Sec. 41-26), 
provides that the district court shall have original 
jurisdiction of suits in equity begun by bills of in- 
terpleader, by any person having in his custody any 
money or property of the value of $500.00 or more, 
if two or more adverse claimants, citizens of differ- 
ent states, are claiming to be entitled to such money 
or property, if the complainant pays into court the 
money or property or has given bond in such amount 
with such surety as the court or judge may deem 
proper, conditioned upon compliance by the com- 
plainant with the future order or decree of the court, 
with respect to the subject matter of the controversy. 

The act provides that such a suit “may be enter- 
tained although the titles or claims of the conflicting 
claimants do not have a common origin, or are not 
identical, but are adverse to and independent of one 
another.” 

Suit may be brought in the district court of the 
district in which one or more of the claimants reside. 

In Worcester County Trust Company v. Long, 14 
Fed. Supp. 754 (1936), the Worcester County Trust 
Company, executor under the will of Robert H. 
Hunt, filed a bill in equity in the District Court of 
the United States for the District of Massachusetts, 
against the Commissioner of Corporations and Taxa- 
tion of Massachusetts and also the tax collecting 
officers of the State of California, alleging that both 
the Massachusetts and California tax collecting offi- 
cers claimed the right to collect inheritance tax on 
the intangible personal property of the decedent, 
under conflicting claims of domicile. 

The respondents filed a motion to dismiss, insist- 
ing that the Interpleader Act was never intended by 
Congress to be used to settle controversies of this 
character. 

The court expressly overruled this objection, and 
denied the motion to dismiss. 

Without appealing to the Circuit Court of Ap- 
peals, the respondents applied for a writ of certiorari 
to the Supreme Court of the United States. The 
application was refused. However, on March 15, 
1937, the Circuit Court of Appeals for the First Cir- 
cuit reversed the District Court by a vote of two to 
one and dismissed the bill. The case will undoubtedly 
go again to the Supreme Court of the United States. 

Subsequently an appeal was taken to the Circuit 
Court of Appeals for the First Circuit (Riley, etc., et al. 
v. Worcester Trust Co., No. 3163). That court, on 
March 15, 1937, reversed the district court, one judge 
dissenting. It is to be hoped that this case will be 
carried to the Supreme Court so that there may be a 
final determination of the very interesting question 
whether the Interpleader Act may be utilized in the 
situation we are discussing. 
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Procedure in the Dorrance Cases 


ETURNING now to the Dorrance Cases, they 
involved the following procedures: 


1. An appeal from the assessment of the tax by 
administrative officers, to the State courts of Penn- 
sylvania, in which a Federal question was involved 
in the court below but not in the highest court of 
the State. 

2. A bill in equity by New Jersey against Penn- 
sylvania to restrain the respondent from collecting 
tax from the estate. 


3. Application to a three-judge Federal District 
Court, based upon the theory that the court could 
enjoin the New Jersey tax collecting officers from 
collecting inheritance tax on intangible property 
unless the decedent was domiciled in that State. 

4. An appeal from the assessment of tax by the 
New Jersey administrative officers, to the courts of 
that State, in which the right of New Jersey to im- 
pose a tax was contested on the ground that the 
imposition of the tax would violate the Fourteenth 
\mendment, and also on the ground that New Jer- 
sey must give full faith and credit to the final judg- 
ment of the Supreme Court of Pennsylvania when 
that judgment was offered in evidence without ob- 
jection on the part of counsel for New Jersey. 

As already stated, the Supreme Court of the 
United States refused to review the Pennsylvania 
decision because a Federal question was not pre- 
sented to or decided by the highest court of Penn- 
sylvania. It is my belief that had such a question 
been presented, the Supreme Court of the United 
States would have granted the petition for certiorari. 

Jurisdiction of the three-judge court was denied 
because application to it was made too late. It is 
my belief that if application had been made to that 
court immediately after the conclusion of the admin- 
istrative proceedings in New Jersey, and before the 
case had reached a judicial stage, the three-judge 
court would have assumed jurisdiction. 

It will be noted that the Supreme Court, in Mr. 
Justice Brandeis’ opinion, did not disaffirm the exist- 
ence in the case of a Federal question, and did not 
reject the contention of the estate that the Court’s 
decision in City Bank Farmers Trust Company v. 
Schnader, 291 U. S. 24, was applicable in the case of 
a dispute as to a decedent’s domicile, the adjudica- 
tion of which would determine the right of one state 
or the other to collect inheritance tax on intangible 
personalty. Mr. Justice Brandeis merely said: 

The conclusion reached by the lower court is consistent 
with City Bank Farmers Trust Co. v. Schnader, * * *. 

Accordingly, I am satisfied that, had the decision 
in City Bank Farmers Trust Company v. Schnader 
been foreseen, a bill in equity could have been filed, 
before the executors appealed to the Pennsylvania 
courts, to restrain the taxing officers of that State 
from collecting the tax. 

Whether an application to a three-judge court, 
instituted at an earlier stage, to restrain the New 
Jersey officers from collecting a tax would have been 


successful, is doubtful for reasons which will appear 
later. 
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We now reach the question, Why did the Supreme 
Court of the United States deny a writ of certiorari 
to review the decision of the New Jersey Court of 
Errors and Appeals? 


We shall probably never know definitely, but it 
may be worth while briefly to state the contentions 
made by the Attorney General of New Jersey. 


He argued (1) that Dr. Dorrance was domiciled in 
New Jersey, (2) that even if he was domiciled in 
Pennsylvania, the executors were estopped from dis- 
puting New Jersey’s right to collect the tax because 
they had probated his will in New Jersey, were ad- 
ministering the estate there, and also had taken the 
position in the Pennsylvania courts that their dece- 
dent was domiciled in New Jersey. 

It is inconceivable that the Supreme Court denied 
the writ of certiorari because on the merits it found 
Dr. Dorrance to have been domiciled in New Jersey 
at the date of his death. It would certainly not have 
decided this question without affording the parties 
an opportunity to argue the case. 


Therefore, the court must have regarded the ex- 
ecutors as estopped to deny Dr. Dorrance’s domicile 
in New Jersey for inheritance tax purposes because 
of their previous conduct or because the decedent 
by his will insisted on probate in New Jersey and 
upon the distribution of his estate under the laws 
of that state, thus by his own act entitling New Jer- 
sey to the tax imposed upon the devolution of his 
property. 

The latter proposition was not argued. 

The former proposition, on the other hand, would 
impose on the executors of an estate a frightful bur- 
den. A will must be probated somewhere, and if 
executors cannot change their position as to their 
decedent’s domicile even after the highest court of 
a state has held that they were in error as to their 
initial determination of this question, their decision 
as to the state in which the will is to be probated 
becomes one of momentous importance. 

If the Supreme Court’s refusal of certiorari was 
based on this ground, executors must decide at their 
peril in the first instance, the important question of 
domicile. If their decision ultimately proves to have 
been sound, there is no procedural difficulty in the 
way of having it confirmed by the highest court of 
the land. But if it proves to have been erroneous, 
the error will result in the payment of two inherit- 
ance taxes, one of which must necessarily be uncon- 
stitutional under the Supreme Court’s decisions in 
Farmers Loan & Trust Co. v. Minnesota, 280 U. S. 
204 (1930), Baldwin v. Missouri, 281 U.S. 586 (1930), 
Beidler v. South Carolina Tax Commission, 282 U. S. 
1 (1930), and First National Bank of Boston v. Maine, 
284 U. S. 312 (1932). 

New Jersey contended that, as far as domicile was 
concerned, it was not bound by the result of any 
litigation to which it was not a party; that domicile 
was distinctively a question tg be decided under 
State law. That such a contention could not ulti- 
mately prevail, assuming the absence of all proce- 
dural defects, seems clear from the decisions which 
have last been cited. 

(Continued on page 310) 








Res Adjudicata 
in Federal 
Taxation’ 


I. Recommendation of American 
Bar Association Committee 


HE Special Committee on Federal Taxation of 

the American Bar Association put its finger on 

a soft spot in federal tax law when it recom- 
mended in the Advance Program of its 59th Annual 
Meeting that further study be given to the subject 
of res adjudicata.' 


II. General Discussion of Res Adjudicata 


While there were previous indications? that the 
rule of res adjudicata would be held applicable in 
connection with modern federal tax litigation, the 
first authoritative decision to that effect was Tait v. 
Western Maryland Ry. Co. decided approximately 
20 years after the adoption of the 16th Amendment. 
Before discussing this case I would like to quote a 
classic statement of the doctrine of res adjudicata, as 
follows (italics supplied) :* 


The general principle announced in numerous cases is 
that a right, question of fact distinctly put in issue and 
directly determined by a court of competent jurisdiction, 
as a ground of recovery, cannot be disputed in a subsequent 
suit between the same parties or their privies; and even if 
the second suit is for a different cause of action, the right, 
question or fact once so determined must, as between the same 
parties or their privies, be taken as conclusively established, so 
long as the judqment in the first suit remains unmodified. 


In the Western Maryland case,® Mr. Justice Rob- 
erts summarized the rule of res adjudicata as follows: 


The scope of the estoppel of a judgment depends upon 
whether the question arises in a subsequent action between 
the same parties upon the same claim or demand or upon a 


Paper presented before the Committee on Federal Taxation, Ameri- 
can Bar Association, Washington, D. C., March 20, 1937. 

‘Advance Program, 59th Annual Meeting, American Bar <Ass’n., 
pp. 306-307. 

* See annotation in 71 L. Ed. 
as Res Adjudicata.” 

3289 U. S. 620 (May 29, 1933) discussed in Portage Silica Co., 29 
BTA 881, aff'd in 49 F. (2@) 985 (CCA 6th, 1931), cert. den. 284 U. S. 
667; Brooklyn Trust Co., Tr., 31 BTA 1070, 1081, aff'd 80 F. (2d) 865 
(CCA 2nd, 1936), cert. den. 56 S. Ct. 680 (1936). 

4 Southern Pacific Railroad Co. v. U. S., 168 U. S. 1, 
leading previous case was Cromwell v. County of Sac, 94 U. S. 351 
(1876). See also the leading decision of New Orleans v. Citizens Bank, 
167 U. S. 371 (1897), significantly a tax case. 

5289 U. S. 620, 623 (1933). 


1013, entitled “Judgment in Tax Cases 
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different claim or demand. In the former case a judgment 
upon the merits is an absolute bar to the subsequent action. 
In the latter the inquiry is whether the point or question 
to be determined in the later action is the same as that 
litigated and determined in the original action. 


The principle of res adjudicata will be applied 
irrespective of the correctness or incorrectness of 
the original decision. The idea is that the appli- 
cation of the principle makes white, black; black, 
white; the crooked, straight; and the straight, 
crooked.? 


III. Res Adjudicata Is Applicable 
to Questions of Law and Fact 


The question arises whether the rule of res adju- 
dicata affects both questions of law and fact... There 
are here what Mr. Justice Cardozo has called “grad- 
uations of difference so subtle” as to be “not sus- 
ceptible of pursuit without leading us into a land 
of shadows.”*® It has been said that the doctrine 
is applicable as well to decisions of law as to deter- 
minations of fact,’° and affects “principally issues 
of fact.”'! In the Moser case * the rule was stated 
by Mr. Justice Sutherland as follows: 


The contention of the Government seems to be that the 
doctrine of res judicata does not apply to questions of law; 
and, in a sense, that is true. It does not apply to unmixed 
questions of law. Where, for example, a court in deciding 
a case has enunciated a rule of law, the parties in a subse- 
quent action upon a different demand are not estopped 
from insisting that the law is otherwise, merely because 
the parties are the same in both cases. But a fact, question, 
or right distinctly adjudged in the original action cannot be 
disputed in a subsequent action, even though the determina- 
tion was reached upon an erroneous view or by an erroneous 





® Pryor & Lockhart Development Co., 34 BTA 687, Brandeis, J., dis- 
senting in Burnet v. Coronado Oil & Gas Co., 285 U. S. 393 (1932). 

7 The Latin maxim is: “res judicata facit ex albo negrum, ex negro 
album, ex curvo rectum, ex recto curvum.’’ 33 Col. L. R. 1404, 1413 
(1933). 

8 See Brandeis, J., dissenting in Burnet v. Coronado Oil & Gas Co., 
285 U. S. 393, 412 (1932); Art Metal Construction Co. v. U. S., 13 
F. Supp. 756 (Ct. Cls. 1936); 46 Harv. L. R. 692 (1933). 

8 Radio Corporation of America, et al., v. Radio Engineering Labora- 
tories, Inc., 293 U. S. 1, 10 (1934). 

1048 Harv. L. R. 1032, 1033 (1935). 

1 yon Moschzisker, “Res Judicata,’”’ 38 Yale L. J. 299, 317 (1929). 

2U, S. v. Moser, 266 U. S. 236, 242 (1924). See also D. F. Strick- 
land, 32 BTA 804, 809; Fremont C. Peck, 34 BTA 402. 
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application of the law. That would be to affirm the prin- 
ciple in respect of the thing adjudged, but at the same time, 
deny it all efficacy by sustaining a challenge to the grounds 
upon which the judgment was based. 


IV. Bankers Pocahontas and 
Western Maryland Cases 


We may now inquire as to how the Supreme Court 
has in tax cases applied these principles to specific 
situations. In the Bankers Pocahontas case," a defi- 
ciency was involved for the years 1920 to 1926. The 
petitioner in this Board ‘appeal had _ previously 
brought suit against the collector in the district court 
in which case the district court held the petitioner 
entitled to the depletion allowance which was the 
subject of dispute in the Board for later years. The 
petitioner pleaded res adjudicata. The Supreme 
Court summarily denied this contention. 


Reducing to skeleton form the issue in the West- 
ern Maryland case, the taxpayer had sustained its 
right to a deduction for bond discount in a suit 
against the Commissioner. ‘This suit involved the 
vears 1918 and 1919. The Supreme Court held the 
parties to this litigation concluded in a subsequent 
action involving later years brought against the Col- 
lector of Internal Revenue. The Court refers to the 
established rule, that the liability of a Collector is 
not official but personal, for which reason a judg- 
ment in the suit to which he is a party does not 
conclude the Commissioner or the United States, but— 

We think, however, that where a question has been ad- 
judged as between a taxpayer and the Government or its 
official agent, the Commissioner, the Collector, being an 
official inferior in authority, and acting under them, is in 
such privity with them that he is estopped by the judgment. 

These two decisions of the Supreme Court, to say 
the least, are certainly full of equivocality of impli- 
cation. They may be summarized by the statement 
that a decision against or in favor of the Commis- 
sioner or the United States furnishes a basis for res 
adjudicata as to a later action involving the Col- 
lector, but that a decision in favor of or against the 
Collector furnishes no basis for res adjudicata as 
to a later action involving the Commissioner or the 
United States. In a narrow technical sense it may 
be true that a Collector’s liability is not official but 
personal, but this is the thinnest sort of technicality, 
for the Government stands behind the liability of 
Collectors of Internal Revenue. A judgment against 
a Collector becomes enforceable against the United 
States upon the issuance of a certificate of probable 
cause.* The real party in interest is always the 
United States. 


V. Limitations Upon the Application 
of the Rule of Res Adjudicata 


Generally speaking, it is essential to the appli- 
cability of res adjudicata that the former decision be 
one on the merits. Res adjudicata will not generally 


13 287 U. S. 308 (1932). 

289 U. S. & (1933). See, to the same effect, Bertelsen, Rec’r v. 
White, 58 F. 792 (1932) aff’d 65 F. (2d) 719 (CCA Ist, 1933): 
Second Nationst ank of Saginaw, Trustee, v. Woolworth, 54 F. (2d) 
672 (1931) aff'd 66 F. (2d) 170 (CCA 6th, 1933). See Bank of Ken- 
tucky v. Stone, et al., 88 Fed. 383 (1898) aff’d without opinion 174 U. S. 
799 (1899). In addition see 26 U. S. C. A., Sec. 1730-1735 (1934). 

5 Sage, et al., Exrs. v. S., 250 U. S. 33, 37 (1919); Smietanka v. 
Indiana Steel Co., 257 U. S. 1 (1921). 
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be applied by reason of an original judgment entered 
on stipulation.’*® But a distinction has been made 
in the case of stipulations amounting to a “retraxit,” 
a voluntary renunciation of a claim in court." 


VI. Cases Involving the Question 
Whether the Later Cause Is the 
Same or a Different Cause 


The Board and Courts have been obliged on occa- 
sion to decide whether the same or a different claim 
or demand is involved in the later proceeding, where 
both claims involve the same years, and under other 
circumstances in which identity has been questioned. 
The plea of res adjudicata has been denied where 
made upon the basis of a finding of the district court 
in a bankruptcy proceeding.** It has also been 
held ** that an issue in an estate tax valuation is 
different from a question of the taxability of income 
of an estate. A decision in a case involving a stamp 


tax has been held not res adjudicata in an income tax 
case.” 


VII. Cases Involving the Question 
Whether the Later Cause Involves the 
Same Issue or Point as the Earlier Cause 


In a number of cases the principle of res adjudicata 
has been applied for the reasons stated where the 
previous controversy related to a different year.” 
It may be said here in parentheses that sometimes 
it is almost as difficult to decide whether res adju- 
dicata applies as to decide the case on the merits.” 
A decision on the question whether corporations are 
affiliated will not usually constitute a basis for res 
adjudicata as to the same question for a subsequent 
period.** A similar position has been taken by the 
3oard in respect to questions of unreasonable accu- 
mulation of surplus,** and in respect to deprecia- 
tion,?® and market value.”® 





16 See Volunteer State Life Ins. Co., 35 BTA 72. See also Western 
Wheeled Scraper Co. v. U. S., 13 F. Supp. 762 (Ct. Cls. 1936), in which 
a stipulation as to inventory for 1920 was held not ——s as to 1918. 
See U. S. Globe Indemnity Co., 1937 C. C. a Vol. 3, Sec. 9034. See 
also Almours Securities, Inc., 35 BTA 61, 

1 Bertelsen, Rec’r. v. White, 58 F. (2d) 793 (1932) aff’d 65 F. - 
719 (CCA 1st, 1933) ; and see ‘Second National Bank of Saginaw, Tr., 

U.. S., 6 Ce Cls. 166 (1928) cert. denied 280 U. S. 553 (1929). 

18 Eli McDonald, 23 BTA 521, 525, relying upon Friend v. Talcott, 
228 U. S. 27 (1913). 

19 Boston Safe Deposit & Trust Co., w al., v. Comm., 66 F. (2d) 179 
(CCA Ist, 1933), rehearing denied July 7, 1933. 

2 Brooklyn Trust Co. v. Comm., 80 F. (2d) 865 (CCA 2nd, 1936), 
cert. den. 56 Sup. Ct. 680 (1936). 

21 Pryor & Lockhart Development Co., 34 BTA 687 (involving a ques- 
tion whether a trust was taxable as an association); Terre Hautc 
Electric Co., Inc., 33 BTA 975 (involving depreciation as to leased 
property) ; Edwin J. Marshall, 29 BTA 1075 (involving a gift question) ; 
Arthur C. James, 31 BTA 712 (involving the source of a corporate dis- 
tribution) ; Webber Bros., 31 BTA 133 (involving a question as to stock 
issued for sales contract) ; Charles P. Leininger, 29 BTA 874, (involving 
an assignment of partnership income). See also Greenbaum v. U. S., = 
F. Supp. 83 (Ct. Cls., 1936). The decision in. Sand Springs Ry. Co., 
BTA 392, carries the thought a little further in that the deductibility 2 
interest on bonds had been denied in the previous proceedings (21 BTA 
1291) because of absence of consideration on the issue of the bonds, 
which fact was not only neither alleged nor proved in the prior pro- 
ceeding, but it is likely was waive 

See Mary Haller, 26 BTA 395, ‘aff'd 67 F. (2d) 780 (App. D. C. 
1934) in which apparently the question was not litigated previously in 
14 BTA 488, making the decision in the case questionable. 

22 See Charles P. Leininger, 29 BTA 874. 

23 J. M. Smucker Co. v. Keystone Stores, 12 ] Supp. 286 (1935), aff’d 
gaan Franklin, Rec., et al. v. U. =. 83 F. (2d) 1010 (CCA 3rd, 
1936) 

* Almours Socio Inc., 35 BTA 61; United Business Corporation 
of America, 33 BTA 83. 

2% Tait v. Com., 78 F. (2d) 193 (CCA 3rd, 1935). 

8 Portage Silica Co., 29 BTA 881, aff’d 49 F. (2d) 985 (CCA 6th, 
1931), cert. den. 284 U. S. 667 (1931). Donald v. J. J. White Lumber 
Co., 68 F. (2d) 441 (coe 5th, 1934). 
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VIII. Discussion of the Privity 
Rule; Transferee Cases 


To be held responsible under the rule of res adju- 
dicata for the decision in a prior case, a person must 
have been a party therein, or at least in privity with 
such a party.27 Apparently a distinction is to be 
made in this connection between persons in an indi- 
vidual and executory capacity.” 


Questions of privity arise in the tax field pri- 
marily in connection with the transferee provision 
of the revenue act.2®. This branch of the law is fairly 
well settled. 


IX. Conclusion 


The situation in regard to res adjudicata in modern 
federal tax law is, as Professor Griswold has said,*° 
far from satisfactory. To use a golfing analogy, 
we are “in the rough.” Even allowing for the diffi- 
culty of determining whether the rule is applicable, 
it can hardly be doubted that there is need in tax 
litigation for the doctrine of res adjudicata. 


sut, on the other hand, we have to remember how 
complicated our tax system is.*t | The job of inter- 
pretation of our revenue statutes is as difficult as 
any task faced by the courts today. While there is 
a considerable body of established federal income 
and estate tax law, there is in tax law a periphery 
of constant change and development. Parts of this 
law are still in their infancy. 


With federal income and estate taxation in such 

fluid state, it is necessary to apply the doctrine 
of res adjudicata, if we are to keep such a doctrine, 
with great care and discretion. It should be applied 
to save unnecessary litigation, but not to perpetuate 
error. The doctrine may be too rigid for such suffi- 
ciently flexible application. The Supreme Court has 
indicated that the problem is for the legislature, not 
the courts.** At any rate, something should be done, 
either judicially or by legislation. The law may 
often require a martyr,** but there is no need to add 
to the present list. Ridiculous things not only may, 
but actually do, happen as the doctrine of res adju- 
dicata now stands. Far from imaginary results * of 
the present state of the law are: 


(1) A taxpayer who has litigated a point of fact 
or law in a previous year, may be precluded from 
re-litigating the point in later years on the basis 





7 Wayne Body Corporation, 22 BTA 401. modified in 22 BTA 1207 
and 24 BTA 524 (a transferee case). See Freeman on Judgments, 5th 
Ed. (1925) Sec. 562. 

% See Igleheart, ct al., Ex’rs v. Com., 77 F. (2d) 704 (CCA Sth, 
1935). See Lyon v. Perin Mfg. Co., 125 U. S. 698, 700 (1888) referring 
to the condition (among four stated) of “identity ‘of the quality in the 
persons for or against whom the claim was made.” 

291936 Act, Sec. 311; Paul and Mertens, Law of Federal Income 
‘Taxation, <seer2 Ch. 46. 

48 Harv. I.. R. 1032, 1033 (1935). 

1 Paul, Studies in Federal Taxation, (1937) p. 237. 

32 Tait v. Western Maryland Ry. Co., 289 U. S. 620 os). 
Griswold, Book Review, 48 Harv. L. R. 1032, 1038 (1935). 

3 Cf. Landis, Statutes and the Sources of L aw, Harv. Legal Essays 

(1934) 213-277. 

* “This difficulty is far from imaginary. Consider the plight of the 
taxpayers who lost in Waller v. Commissioner,” 40 F. (2d) 892 (CCA 
Sth, 1930), cert. denied, 282 U. S. 889 (1930), and in Herold v. Com., 
42 F. (2d) 942 (CCA 5th, 1930), in the light of the Ce decision 
of the Supreme Court in Palmer v. Bender, 287 U. S. 551 (1933). 


See also 


MAGAZINE 


May, 1937 


of a completely changed state of the law. The Gov- 
ernment may likewise be precluded, for the rule 
of res adjudicata works both ways.** In view of the 
fact that the doctrine of res ad judicata affects only 
the parties to previous litigation or persons in 
privity, persons who have litigated a question in 
previous years may be given different treatment 
from the treatment accorded to persons who have 
not previously litigated the same question; *® the 
result is a hardly desirable lack of uniformity.** 
(2) From the point made in (1) it is obvious that 
appeals must be taken in cases decided adversely 
to a particular litigant, government or taxpayer, 
however small the amount involved, and whatever 
the financial condition of the taxpayer, and irrespec- 
tive of the question whether the matter itself could 
be settled, or is unimportant in a particular year 
because of other points involved; failure to take 
appeal will result in a binding adjudication for all 
future years involving the particular point. Thus, 
the basic purpose of res adjudicata is frustrated; 


repetitious litigation is stimulated instead of being 
lessened. 


(3) The existing rule of res adjudicata is highly 
artificial in so far as the decision in a case involving 
the United States or a Commissioner may be res 
adjudicata as to actions involving the Collector, and 
in so far as the converse is not true. This artificiality 
derives from the archaic system we now have in 
connection with suits for the recovery of taxes. A 
realistic rule of res adjudicata would be based upon 
the fact of previous litigation between the parties, 
not the accidental consideration whether one side 
appeared by a recognized agent. 

The third of the above results is definitely asso- 
ciated with the existing doctrine of res adjudicata 
in federal tax law. The first two results would 
follow from any rule of res adjudicata which attempt- 
ed to cross the dividing line between one cause of 
action or demand .and another. Tf we will apply 
the rule of res adjudicata not only in connection with 
the same demand, but also in connection with other 
tax years, we are bound in some measure to have 
the first two results. One obvious remedy here is 
to limit the application of res adjudicata to a nar- 
rower operation, making it apply only as to the tax 
year of adjudication. 

A still further remedy might be to authorize the 
Courts and Board to relax the rule of res adjudicata 
upon a showing of additional or different facts or 
a new rule of law which might reasonably affect 
the result. Procedurally, this might be accomplished 
by allowing motions to strike out pleadings on the 
ground that res adjudicata applies, permitting the mo- 
tion to be defended on the ground of different or addi- 
tional facts or a new rule of law. 





3% Helvering v. Butterworth, 290 U. S. 365, overruling Harner 7. 
Walsh, 15 F. (2d) 367; U. S. v. Bolster, 25 F. (2d) 760; Allen vz. 
Brandeis, 29 F. (2d) 363. 

% This may work rank injustice because litigants have to depend uron 
the grace of the Supreme Court for judicial review. The court rarely 
grants certiorari except in cases of conflict, Frankfurter and Hart. ‘“The 
Business of The Supreme Court at October Term, 1934,” 49 Harv. L. R. 
68, 90 (1935); but conflict may not develop until it is too late to 
petition for certiorari. 

37 See Griswold, Book Review, 48 Harv. L. R. 1032, 1038 (1935); 
Bar Ass’n Report, quoted supra p. 1. It is scarcely necessary to argue 
that uniformity is desirable where it can be achieved without sacrifice 


of other greater values. See quotation from Bar Ass’n Report, supra, 
note 1. 


A.B. A. Federal Tax 


Committee Meeting 


A report of the Open 


Forum proceedings 


American Bar Association convened at 10:30 

A. M., March 20, 1937, with the following mem- 
bers present: 

Mr. Miller, Chairman 


Mr. Goodrich 


"Ty kn Committee on Federal Taxation of the 


Mr. Sutherland 
Mr. Vernon 
Mr. Youngquist 


The Chairman outlined and the members discussed 
the plans for the luncheon, afternoon and evening 
sessions. Discussion was also had with regard to 
matters which should be included in the annual 
report of the Committee. The meeting recessed at 
12:00 M. 

The Committee reconvened at 12:45 P. M. in the 
Willard Room of the Willard Hotel, at the first ses- 
sion of the public meeting. At the luncheon session 
there were 224 persons, including Federal officials 
concerned with tax matters, and tax practitioners. 
Those at the head table included— 


Hon. Benjamin H. Littleton, Judge of the 
Court of Claims 

Hon. James W. Morris, Assistant Attorney 
General 

Hon. Eugene Black, Chairman of the Board 
of Tax Appeals 

Hon. Guy T. Helvering, Commissioner of 
Internal Revenue 

Tfon. Morrison Shafroth, Chief Counsel, 
Bureau of Internal Revenue 

Hon. Justin Miller, President of the Federal 
Bar Association 

Mr. Eldon P. King, Special Deputy Com- 
missioner of Internal Revenue 

Miss Beatrice A. Clephane, President of the 
Women’s Bar Association 

Mr. Randolph FE. Paul, Co-author of Law of 
Federal Income Taxation 

Mr. L. H. Parker, Joint Committee on 
Internal Revenue Taxation 

Mr. William A. Schnader, formerly Attorney 
General of Pennsylvania 

Mr. Henry I. Quinn, President, District of 
Columbia Bar Association 


Rosert N. MILLER 
Chairman, Committee on 
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Federal Taxation 


After the luncheon, the Chairman read a letter to 
the Committee from Hon. Roswell Magill, Under- 
Secretary of the Treasury, in which Mr. Magill ex- 
pressed regret at not being able to attend the 
meeting, and expressed the hope that such meetings 
“will help to stimulate interest in and intelligent dis- 
cussion of these problems.” 

The Chairman then introduced Hon. Morrison 
Shafroth, Chief Counsel of the Bureau of Internal 
Revenue, who spoke on the subject: “Some Prob- 
lems of Tax Administration.” (Address reproduced 
at page 251, herein.) 

Hon. Benjamin H. Littleton responded informally 
to Mr. Shafroth’s remarks. 

The meeting recessed at 2:45 P. M., to reconvene 
at 3:00 P. M. in the Bamboo Room for the afternoon 
session. 

The Chairman introduced Mr. L. H. Parker, Chief 
of Staff of the Joint Committee on Internal Revenue 
Taxation, who read a paper prepared by Hon. Robert 
L. Doughton, Chairman of the Ways and Means 
Committee of the House of Representatives, entitled 
“The Work of the Ways and Means Committee.” * 

Chairman Black of the United States Board of 
Tax Appeals then addressed the meeting on the 
“Work of the Board of Tax Appeals.” * 

“Inheritance Taxation: Procedural Problems 
Where More Than One State Claims to Have Been 
the Domicile of the Decedent” was the subject of a 
paper read by Mr. William A. Schnader, formerly 
Attorney General of Pennsylvania. (Address repro- 
duced at page 256, herein.) 

Following these prepared addresses, the Chairman 
invited open forum discussion. A stenographic re- 
port of the further proceedings follows. 


THE CHAIRMAN: 


Gentlemen, we have come to the part of our program 
where discussion is appropriate,—such as we have had at 
each of the three tax meetings in the past. The things 
to be talked about are not subject to any strict limitation. 
The tax field is very wide, and on this occasion we are not 
limited even to Federal matters. 

There are two or three things I might mention in which 
the Committee is particularly interested. First, the answer 


* To be reproduced in a later issue of Tue TAx MaGAzINe. 
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to this question which the Board of Governors has asked 
us: Ought there to be a tax section instead of a tax com- 
mittee? There are arguments both ways and our minds 
are open on it. 

The next one is: Ought the Federal and non-Federal 
phases be dealt with by a committee or by a section of the 
Bar Association? 

At the present time, as you know, this is a committee 
on Federal taxation, and there is no ‘definite group in the 
whole structure of the American Bar Association, charged 
with the responsibility of taxation problems generally. 

The problem of an executor of an estate, or the attorneys 
representing him in any of the states, is ‘terrific in such a 
situation as Mr. Schnader has described. Even with the 
hopeful elements he brought out in his conclusion, this 
matter is still desperately uncertain. There may be things 
that the Association could do. I do not know. It needs 
the most careful study and discussion. 

Other matters in which the views of the members here 
would be welcome are the problems in administration and 
construction of tax laws. As you know, our committee 
has, over the years, gradually come to understand that its 
really useful functions do not lie in the sphere of sub- 
stantive tax problems,—for instance, such problems as 
whether sales taxes are better than some other kind of 
taxes. 

When we try to deal with questions of that kind, we have 
to admit that we, as lawyers, have no exclusive qualifica- 
tions; that we can speak merely as citizens. However, 
when we come to problems of construction and adminis- 
tration and the smooth working of the law, we, who have 
had experience with the technique of orderly controversy, 
have some special qualifications. 

There are enough of this type of questions to keep us 
busy for the rest of our lives. 

Of course, we are glad to have discussion of everything 
covered by the papers that have been read, because we 
want to hear from as many as possible. 


MR. MITCHELL B. CARROLL OF NEIV YORK CITY: 


Gentlemen, there is probably no subject that has been 
given greater attention and study in other countries, as 
well as in the United States, than that of national and 
international multiple taxation, and it is too broad to treat 
adequately in the allotted few minutes. However, those 
of us who reside in states with income taxes, and have 
just paid all or part of our Federal taxes, and are begin- 
ning to compute our state taxes, realize that in the field 
of income levies double taxation as between the Federal 
Government and the States, as well as between the several 
States, is beginning to consume, in conjunction with the 
many other taxes which must be paid out of earnings, so 
large a proportion of the income of the nation as to 
jeopardize our economic well-being. 

Obviously, where two sovereigns exercise jurisdiction 
over the same territory, each is entitled to levy taxes on 
income from sources situated therein in wl nid to derive 
revenues to defray the costs of government. Resident 
persons must contribute to each sovereign their share 
of the costs of the protection and other benefits which 
they receive. 

There is also no doubt that if persons resident in one 
State derive income from sources in a second State, the 
first State is entitled to tax the person for the protection 
and benefits accorded to him on the basis of his total net 
income, and the country in which the source is located may 
tax income therefrom because of the protection accorded 
to the source, but the resulting cumulation of taxes tends 
to destroy investments or business establishments across 
state frontiers. 

If each of the three sovereigns, the Federal Government 
and the two State Governments continue to take ever 
larger slices of the taxpayer’s income without regard to 
what the others are taking, they may soon find there is not 
enough for all, to say nothing of the taxpayer and his 
family. 

Mr. Parker has spoken of the fact that our tax laws 
today are not formulated merely to raise revenues but also 
to accomplish certain economic purposes. Other countries 
have taken cognizance of the economic effects of taxation, 
and have revised their systems so as to reduce to a 
minimum double taxation. 
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It is interesting to look to one of the smallest countries 
of the world, and to one of the largest countries, and see 
what their experience has been in these matters. I refer 
first to Switzerland, which cherishes its democratic form 
of government. The Cantons, like our States, are jealous 
of their rights. Each has its revenue laws. In matters 
of income taxation, Switzerland has had the same problem 
as the United States with respect to business carried on 
in two or more of the twenty-five Cantons. 

Long ago, the Swiss realized that something had to be 
done to prevent double taxation as between the Cantons, 
so they simply prohibited it in Article 46 of their Federal 
Constitution. If a taxpayer finds himself subject to over- 
lapping levies in two or more Cantons and cannot reach 
a fair settlement by conferences with the Cantonal officials, 
he can appeal to the Federal tribunal. 

The general rule followed is that each Canton is en- 
titled to the proportion of the total net income of the 
enterprise that is attributable to the enterprise’s produc- 
tive factors within its territory. There is an exception, 
however, namely that a certain percentage (usually be- 
tween 10% and 25%) of the profit of the enterprise called 
“préciput” shall be allocated to the Canton in which the 
head office is situated. 

The other country to which I refer is Germany which 
has been similar to the United States in that the Gov- 
ernment of the Reich as well as those of the States 
(Lander) have levied taxes on the same sources of revenue. 
The Weimar Constitution of 1919 strengthened the right 
of the Reich to divide tax sources between itself and the 
States and to decide about the manner of using them. 
Broadly speaking, the Reich took for itself taxes on the 
income of individuals and corporations on the theory that 
only a national government could administer a tax the 
revenues of which are so closely related to the economic 
prosperity of the country as a unit. It also took over the 
turnover tax, and apportioned a part of the revenues from 
this tax and the income taxes to the States. It kept the 
revenues from the tax on total property for itself. The 
States were allotted taxes on trade and real estate. Gradu- 
ally the States have been deprived of all tax sovereignty. 
The objective of a reorganization of German taxing juris- 
dictions now going on is to have only Reich taxes and com- 
munal taxes; the States will depend almost entirely on 
shares in receipts of the Reich taxes. 

An important step in this direction consisted in the tax 
reform laws of December 1, 1936, which replaced sixteen 
state laws on trade taxes and sixteen state laws on real 
estate taxes by two national laws which provide that such 
taxes will not longer be levied by the States but solely 
by the Communes. 

In America, today, we find that in addition to the Fed- 
eral Government, about thirty States are levying taxes on 
income, or measured by income. You are all probably 
aware of the United States Supreme Court’s decision of 
March 1, 1937 in the case of Annie Cohn v. Commissioners 
of the State of New York, in which it was held that a 
resident of New York could be taxed in New York on 
rents derived from real property in New Jersey, and inter- 
est on bonds secured upon lands similarly situated. If 
this principle is followed in the case of two States with 
income taxes, we will have the very form of double taxa- 
tion that has been banned in Switzerland and virtually 
eliminated in Germany. 

In the international field, countries are trying to deal 
with multiple taxes in various ways: Some have adopted, 
by internal legislation, exemptions for certain items of 
income, others allow a reduction in the rate of their home 
tax, or grant a credit against their home tax for tax paid 
abroad. 

A large number of countries, in order to encourage 
international commerce, have concluded bilateral treaties 
for the prevention of double taxation, in which the two 
sovereigns agree as to how much tax each shall sur- 
render in order to avoid or reduce the cumulation of levies 
on income flowing from sources in one country to persons 
or companies resident in the other. This movement is 
being stimulated by meetings of tax officials and experts 
at the League of Nations. 

Turning again to the problem in the United States, 
how should we proceed? Many committees are studying 
the problem. However, two outstanding points must be 
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kept in mind: First, when determining rates of Federal 
taxes, or of state taxes, the respective legislatures should 
take into account what the other is doing; second, there 
should be some consistent effort to prevent overlapping 
of assessments between the States. 

With regard to preventing the conflicts of jurisdiction 
in the field of death duties, the United States Supreme 
Court has laid down principles which should reduce to 
a minimum double taxation as between the various States 
of the Union. In the field of the income tax on individuals, 
however, the same court has just upheld double taxation 
in its decision in the above-mentioned case of Annie Cohn. 

Companies subjected to overlapping assessments may 
find some comfort in the 1931 decision of the United States 
Supreme Court in the case of Hans Rees’ Sons Inc. v. State 
of North Carolina, 283 U. S. 123. When corporations find 
they are subjected by a State to unreasonable and arbitrary 
assessments, they may appeal to the courts, but definite 
criteria as to what is reasonable are lacking. 

As many of you know who have had experience with 
the tax laws of the different States, their legislators have 
shown amazing ingenuity in devising formulas that ordi- 
narily bring into their taxing jurisdiction more of the 
income of an enterprise than could possibly be attributed 
directly to local sources. The development of fair prin- 
ciples and methods of allocating taxable income should 
receive more attention. 

Should the preceding problems be considered together 
with the problem of a proper division of sources of reve- 
nue between the Federal Government and the States? This 
must be kept in mind: The fundamental reason for paying 
taxes is, of course, to provide for all of the benefits of 
government that we derive. Today, we are faced with 
the unusual problems of providing for unemployment, for 
taking care of the huge areas of the United States that 
are apparently less fortunate than others. 

The question, therefore, presents itself: What propor- 
tion of these relief and other expenses is going to be borne 
by the Federal Government, and what proportion is going 
to be borne by the States? Will the shifting of the burden 
of relief and other social and conservation costs to the 
l‘ederal Government be so great as to justify its taking 
over all the income levies and possibly other taxes, and 
apportioning a share in the revenues to the States, as is 
done in Germany? If so, the problem of double taxation 
of income will be solved; if not, double taxation as between 
the States might be prevented by appropriate legislation, 
or a constitutional amendment similar to the provision in 
the Swiss constitution, or by State compacts. 

Other countries are gradually eliminating double taxa- 
tion. I feel that the time has come for us to redouble 
our efforts to solve the problem here. Can we postpone 
it on the grounds that we are faced with an emergency 
now? Or should we consider that a large part of these 
emergency expenses are really going to be permanent and, 
therefore, that we should develop a program for action 
in the near future? 

Mr. Chairman, at present I cannot do more than to 
point out these questions, but the consideration of some, 
if not all, of them might be well within the province of 
your Committee. (Applause.) 


MR. ALBERT SMITH FAUGHT OF PHILADELPHIA: 


When we attended the meeting at Boston, the question 
came up whether we should seek the extension of the 
jurisdiction of the Committee on Federal Taxes so that it 
will include taxation which is not Federal; and also as 
regards the changing of the status of this group from that 
of a permanent committee of the American Bar Association 
to that of a section. 

I have had occasion to make an analysis of 100 cases from 
each of the most recent bound volumes of the official 
reports of each of the 48 states, and of 100 cases decided 
by each of the Circuit Courts of Appeal and from the Court 
of Appeals of the District of Columbia and likewise 100 
decisions of the United States Supreme Court, making a 
total of 6,000 appealed cases decided during the calendar 
vear 1936. There are two items of statistics which may 
be of interest in regard to the percentage of taxation cases 
found in this cross section of 6,000 reported decisions. I 
think you will forgive my mentioning figures and per- 
centages, because we have had quite a statistical afternoon. 
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I have found, from this brief analysis, that the cases 
involving Federal taxation matters in this group of 6,000 
decisions amounted to precisely 4 per cent; which is in- 
dicative that 4 per cent of the important cases nowadays 
involve questions of Federal taxation. 


I found, at the same time, that the cases of taxation not 
Federal slightly exceeded this amount, reaching the figure 
4.3 per cent. 

At the proper time, I would simply like to suggest that 
the governing body of the American Bar Association should 
be requested, in due course, to create a section on taxation, 
and to make it a single section covering not only Federal 
taxation but non-Federal taxation matters. 


THE CHAIRMAN: 


Those studies have been very detailed and seem to us 
sound. 


I think the practical solution is not so much to put it 
as a motion, as to try to ascertain from those who are here 
what their judgment is. We, ourselves, are puzzled as to 
what is best to do. 


MR. JOHN W. TOIVNSEND OF WASHINGTON, D. C.: 


What would be the difference between a section and a 
committee, just briefly, Mr. Chairman? 


THE CHAIRMAN: 


Very briefly, a section in general has between 500 and 
5,000 members, while this is a committee of seven. A few 
of the sections charge dues of $2 and most of them charge 
nothing. Financing the sections which do not charge dues 
is sometimes a problem. 

A typical section has as many as 8 or 10 committees, 
many of them working hard. Those committees of a sec- 
tion do what they can to clarify and develop the particular 
matter that is assigned to their charge, and for final action 
they report to the body itself at the section meeting or 
to an executive committee. One of the disadvantages of a 
section, as compared with a committee of the Association, 
appears when prompt action is advisable. It is true that 
a committee should not and does not announce the view 
of the Bar Association, until authorized to do so, but the 
committee, in an emergency, is able to submit the matter 
to the Board of Governors and the Board of Governors will 
sometimes authorize the committee to act. The com- 
mittees of a section are one step further away from the 
main body. 

A section has the great advantages of being more truly 
representative and of permitting activities of just about as 
many of the members of the Bar Association as have a 
taste for work in a particular field. 


MR. TOWNSEND: 


Unless we have more of an expression of opinion of those 
who are familiar with the subject, I should not like to vote. 
Would it not be a proper topic to assign for our next meeting 
of this character, which I understand the Chairman has in 
mind calling, and to have somebody present the advantages 
of a Committee and of a Section, in order that all can ex- 
press a more considered opinion on it? I think it is a quite 
important problem and I, for one, find it difficult to make 
up my mind. 


MR. FAUGHT: 


I think that the suggestion is an excellent one. In spite 
of this excellent attendance at the present Tax Clinic, we 
must remember that the American Bar Association has 
30,000 members, and that we should make haste very slowly, 
and build on a real foundation. 

There are advantages in both methods. Perhaps we may 
earn the status of a general section on taxation, and yet 
have at its head an executive committee small enough to 
act quickly with power to function in much the same 
manner as the existing committee on Federal taxation. 

It can well be that as a section an opportunity would be 
afforded for the creation of a number of small committees, 
which might be willing, in the course of a year or so, to 
devote their special talents in helping solve various special 
problems in the taxation field. 
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— ee BOONE WILLIAMS OF WASHINGTON, 


Mr. Schnader outlined the various laws applicable to the 
situation in the Dorrance litigation, but there was one stat- 
ute it seems to me would be highly pertinent, to which the 
distinguished speaker made no reference. My question is 
this: What about the possibility of the use of the Declaratory 
Judgment Act in future cases? This Act was fully upheld 
recently in Aetna Life Ins. Co. v. Haworth, 81 Adv. Op. 394; 
57 Sup. Ct. 461. 


MR. WILLIAM A. SCHNADER OF PHILADELPHIA: 


As I understand the question, the Supreme Court answered 
that question on the 10th of March, by stating that the 
Declaratory Judgment Act could not enlarge the original 
jurisdiction of the Supreme Court. Unless the court has 
jurisdiction, you could not get into the Supreme Court that 
way. Now, of course, whether or not you could use it ina 
lower Federal court is something else. But I should think 
that the difficulty there would be that facts are always so 
complicated that you could probably never get a petition 
for declaratory judgment which would state the facts with 
sufficient fullness to have the court consent to pronounce 
judgment on the case. 

| think they took seven days of testimony in the 
orrance case, and I happen to know that there might have 
been seven more days of testimony in that case. 


MR. HOWE COCHRAN OF WASHINGTON, D. C.: 


Mr. Miller, I think it would be fair to the members of 
the bar to have some expression of opinion as to whether 
this committee wants to be a section. I will explain what 
I mean. The committee unquestionably rates being a sec- 
tion. A large part of all of the law business in the country 
involves taxes. When a lawyer draws a will, a deed ora 
transfer, or makes a gift, and has not looked out for taxes, 
he is going to lose his client money. 

A lawyer cannot safely handle any transaction without 
an intimate knowledge of the Federal taxes. Whether we 
like it, or not, taxes are the main legal subject today. 

We have a mineral law section, we have other sections 
pertaining to patent law and insurance law, all of which 
are relatively small matters compared to tax laws. We do 
not have a tax law section and I wonder, for myself, why. 
Instead of a small committee, we ought to have a section. 

[ admit that a committee can act quicker. But do they 
act for all of us? If we had a section, a small lawyer like 
myself would not wonder whether the committee was work- 
ing for all of us or not. By any form of reasoning in the 
setup of our Association, where the main branches of the 
law are handled by sections and the very small branches 
by committees, taxation should be dealt with by a section. 


THE CHAIRMAN: 

That is exactly the kind of view, one way or the other, 
that we would like to have expressed; and as far as the 
committee is concerned, I suppose our committee would 
have to make up its mind, if somebody asked us point 
blank. We have not made it up yet, and we do not find 
it very easy. Is there anybody who will not be able to 
be here this evening, who will say something now? If not, 


we will stand temporarily adjourned until 8 o'clock tonight, 
in this room. 


(Thereupon, a recess was taken in the meeting until 8 
o’clock P. M.) 

The Committee reconvened at 8 P. M., in the 
Bamboo Room of the Willard Hotel. The Chairman 
introduced Honorable Robert M. LaFollette, Senator 
from Wisconsin, who spoke on the subject, “Broad- 
ening the Income Tax Base.” (Address reproduced 
at page 254, herein.) 

The meeting was then addressed by Honorable 
James W. Morris, Assistant Attorney General, who 
described the work of the Tax Division of the De- 
partment of Justice.* 

“Res Adjudicata in Federal Tax Cases” was the 
subject of a paper read by Mr. Randolph E. Paul, 


* Address to be reproduced in a later issue of Tur TAx MAGAZINE. 
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co-author of Law of Federal Income Taxation. 
(Address reproduced at page 260, herein.) 


The remainder of the evening session was devoted 


to open forum discussion, a stenographic report of 
which follows: 


THE CHAIRMAN: 


We now come to another open-forum part of our program. 

Comments are invited on any topic relating to any of 
the things we have talked about, or any other taxation 
topic. It is a good thing for us to hear things occasionally 
with which we do not agree. We can be educated by it, 
whether we agree or not. 

Just as we were breaking up, Mr. Youngquist was about 
to say something. Will you come up, Mr. Youngquist, and 
say what you were about to say then? 


MR. G. A. YOUNGQUIST OF MINNEAPOLIS, MINN.: 


Thank you. It was rather a continuation of what we 
were discussing this afternoon. Two problems were before 
the meeting, and two problems are decidedly before our 
committee. One is whether its activities and interests shall 
include non-Federal taxation; and the other is whether or 
not we should recommend to the American Bar Association 
that the Tax Committee, the Committee on Federal Taxa- 
tion, be converted into a section, of which there are a num- 
ber already in the Association, dealing with other fields 
of the law. 

It seems to me that these two questions must be decided 
in the order that I have stated, because if the activity of 
the Committee is to be extended to include the non-Federal 
tax subject, it would be almost impossible for a small com- 
mittee such as it is, even supplemented by the tax clinics, 
held, except for this one, during the annual meeting of the 
Bar Association to deal adequately with the double field 
that we have discussed. 

I am rather interested in both questions. I have not 
made my mind up yet, and I do not suppose any of you 
have made up your minds as to what the recommendation 
should be. 

Perhaps I am a little differently situated from most of 
the others. I have been Attorney General of Minnesota, 
dealing with tax problems of the State, and have been down 
here dealing with the tax problems of the Federal govern- 
ment, and now, being in private practice, I am dealing with 
problems in both tax spheres, so perhaps I can see it from 
two or three different angles. 

The subject of Federal taxation is perhaps the most im- 
mediate one, although according to the statistics of Mr. 
Faught which were given to us this afternoon, it appears 
that more cases are decided by the appellate courts dealing 
with state taxation than are decided dealing with Federal 
taxation. The difference is very slight, 4.3 per cent, as I 
recall it, of the former, and 4 per cent of the latter, of the 
total cases decided. 

But there are some very interesting and some very trou- 
blesome problems arising out of state taxation. We have, 
of course, the broader field that Mr. Carroll discussed this 
afternoon, as to the proper sphere of Federal taxation, as 
compared or contrasted with state taxation. Which is the 
proper field for each? And is it proper for both to tax the 
same subjects, such as income and gasoline and deaths and 
all of those things? 

Perhaps that would be beyond the scope of this com- 
mittee, or even a section, to deal with. But when we con- 
sider that so many states, some 20 of them now, I think, 
have income tax statutes, the problems increase. 

I should first have mentioned the problem of succession 
duties, as between the states, but I went a long way towards 
removing the problems in that direction. I say “I” because 
I argued and lost for the State of Minnesota the celebrated 
case of the Farmers Loan & Trust Co. v. Minnesota, in which 
the Supreme Court held that Minnesota could not impose 
a tax on the transfer of Minnesota bonds held by a New 
York decedent. There has been adopted in various states 
reciprocal legislation, which would have removed that one 
very serious phase of double taxation. 

But now coming to the income tax field, we are con- 
stantly running into questions like these. One state taxes 
to a resident dividends received from a corporation in an- 
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other state. We have the question of allocation of the 
income between Minnesota and Wisconsin and Illinois, for 
instance, with respect to corporations doing business in 
all three of those states. Constantly, we are more and 
more becoming involved with the tax policies of our neigh- 
boring states, and that problem is not going to diminish; 
it is going to increase. There is the recent case of Cohn 
v. New York holding that New York may impose a tax on 
income from New Jersey real estate, the case of Lawrence v. 
Mississippi holding that Mississippi may tax to its resident 
income from activities in another state, and the earlier case 
of Shaffer v. Carter holding that Oklahoma may tax to a non- 
resident income arising from his business in Oklahoma. 
Doesn’t this mean a new form of double taxation? 

I might say that state income tax rates are rising to a 
level that make double taxation a matter of real importance. 
There is pending in our legislature at home, already passed 
by the House, an income tax bill amending the present 
law, which has a top rate of 5 per cent, by raising the top rate 
on individuals to 25 per cent, and the top rate on corpora- 
tions to 16 per cent. 

Thus, it is clear that interstate problems of taxation are 
going to be of increasing interest and of increasing im- 
portance and of increasing burden to the taxpayers. 

I have said much more than I had intended to say, Mr. 
Chairman, but I thought, especially before a group, con- 
sisting principally of Washington tax lawyers, it might be 
well to give the picture that confronts a lawyer out in the 
sticks. 

Of course, in Washington, New York, Boston, Chicago 
and Los Angeles, the lawyers who practice Federal tax law 
practice hardly anything else. But with most of us in the 
small places, even a place like Minneapolis, which has nearly 
half a million population, we do have as much state tax law 
as we do Federal. 

I am simply trying to state the situation as I see it,— 
somewhat, too, for the purpose of clarifying my own process 
of thought, as well as enlightening my fellow members of 
the Committee, and at the same time, to give to you ladies 
and gentlemen here a view of the fields of taxation that 
happen to be, perhaps, less familiar to vou than is the 
field of Federal taxation. 

I thank you. (Applause.) 


MR. CHARLES G. BALDWIN OF BALTIMORE, MD.: 


3eing like the last speaker from Minnesota a lawyer 
from the sticks, Mr. Chairman, I feel somewhat like the 
guinea pig that attended the clinic. 

I was very much relieved when the Chairman said this 
afternoon that the great questions of economics involved 
in the tax situation were not especially helpful to us pro- 
fessionals in the law, but right on top of that, he sprang 
Senator LaFollette upon us, and I think it is only fair to 
say that I feel that the idea of pay as you go, which the 
Senator endorsed, is sound and I am in favor of it. 

In regard to the base of taxation, I can see, in a general 
way, that it should be broadened. One of his arguments 
is, of course, that it brings in more taxpayers and more 
taxpayers have more interest in the results. 

I wish the thought could get into the minds of some of 
us to give the big taxpayer a little more say about what 
is done with the money. My clients would feel better about 
paying large sums of money if they got enough extra votes 
to place someone in the Comptroller General’s office, or 
somewhere, so that somebody could speak for them. 

It works both ways, and I am afraid the Senator from 
out in Wisconsin is thinking more about the interest of 
the small taxpayer. Suppose he does have to pay $20 or 
$50 or $100 a year, he will not have time to read the Con- 
gressional Record. But the fellow that pays $50,000 might 
get around to looking into those things a little bit if he 
— given a proportional voice in the disposition of public 
funds, 

I believe it would be a good plan if something along that 
line could be developed in this field of economics. But I 
did not get up to talk about economics. 

My experience in the practical field is, that the biggest 
case I ever had was a tax case, $400,000, and I discovered 
a wonderful way of protecting my client. I was a member 
of the Treasury Bar and one of those expert accountants 
came along and took that case away from me on a con- 
tingent basis, a 50 per cent contingency. I worked on the 
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case a couple of weeks and sent my client a bill for $500, 
and these accountants made $200,000. That is one of my 
troubles. And so having solemnly sworn not to take a con- 
tingent fee, that little affidavit cost me $199,500. 


I came down here to discuss the Bull case. The Bull 
case, you know, has to do with a partnership, when a 
partner is dead. Every lawyer feels a certain interest in a 
dead man’s estate, and I am profoundly interested to know 
whether the surviving partners purchased the dead man’s 
interest in the firm, or whether the fact that they have 
capital invested in the firm changes their tax basis, or what 
effect it would be on a cash, pay as you go basis, or on an 
accrual basis. 


MR. PERCY W. PHILLIPS OF WASHINGTON, D. C.: 


Mr. Chairman, I wish to speak for a moment on the ques- 
tion whether the duties of the Committee should be ex- 
tended to cover more than the Federal tax field. I have 
no decision of my own that I wish to voice, but there are 
two or three considerations that I would like to advance. 


As I understand it, it is not the policy of the Bar Associa- 
tion to permit its committees to go on record with respect 
to changes of substantive law which enter the political 
field. I am very much afraid that, if the work of the Com- 
mittee is extended into the field of state taxation, you will 
not be able to confine that work to the procedural field. 
That is a question for the consideration of the state associa- 
tions, I should think, rather than for the national association. 


Yet there is the problem of procedure which should be 
considered by the national organization. Questions such 
as Mr. Schnader discussed this afternoon go into the pro- 
cedural field, rather than into the field of substantive law. 


Some of these questions of double taxation among the 
states or in foreign countries also go into the field of pro- 
cedure. I believe that your committee would be confined 
to that type of question, rather than be permitted to go into 
questions of substantive law. 


It is in such questions as those that Mr. Schnader raised 
that we are all interested. I, personally, would like very 
much to see that field developed—if not within this Com- 
mittee, because of the fact that you cannot cover too much 


territory—then, certainly, in some other committee of the 
Bar Association. 


May I take this opportunity, while I am on my feet, to 
call the attention of the Committee to another matter of 
procedure that has recently arisen out of certain court 
decisions, which I have not yet heard generally discussed 
among tax lawyers, but which is very important from the 
procedural point of view. 

You will recall that, under the Tucker Act, the District 
Courts are given jurisdiction over suits against the United 
States when the Collector who collected the tax is no 
longer in office. Recently, that has been interpreted to 
mean that you cannot bring suit against the Collector when 
the amount was paid by credit, rather than by cash. Of 
course we can all understand that because the liability of 
the Collector is a personal liability, it should not be en- 
forced if he did not receive cash. The courts, however, 
have gone further than that. They have said, and perhaps 
properly so, that under the statute as it is now written, you 
cannot bring suit in a District Court even against the 
United States where the tax was paid by a credit and where 
more than $10,000 is involved. 


In other words, you may bring suit against the United 
States in a District Court only in a case where the payment 
of the particular tax of which you are seeking refund was 
made to the Collector. That, I believe, is contrary to the 
practice which has been followed in the past, and raises a 
very interesting question. Assuming that that construction 
is correct, | am wondering whether it ever was intended 
that taxpayers should not have recourse to their District 
Courts, but should be compelled, in such cases to go to the 
Court of Claims alone. 

I submit that as a question of procedure and as being, 
perhaps, a proper matter for the consideration of the Com- 
mittee, as to whether any recommendation should be made 
for an amendment of the law at the time the next tax bill 
is up for consideration. 


I thank you, Mr. Chairman. (Applause.) 
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THE CHAIRMAN: 


Will Mr. Vernon, of the Committee, please comment on 
the recent transferee decision in the Third Circuit? 


MR. WESTON VERNON, JR. OF NEIV YORK CITY: 

Mr. Chairman, I was in the back of the room hoping you 
would overlook me, because I think, as I said once before, 
that the people from the lower part of Manhattan Island 
are going to do a lot of listening in the next four years. 
‘There is one matter, however, that might be called to the 
attention of the meeting here tonight, if you have not 
already considered it. 

I think the Committee on Taxation, last year, may be 
properly said to have been truly prophetic. One of the 
recommendations made by the Committee last year was 
that some method be provided for bringing into a trans- 
feree proceeding all of the transferees, so that the liability 
for contribution by all the transferees can be determined 
in one proceeding. 

And as to that, the Committee recommended, in Item 
No. 3 of its recommendations, which were approved at the 
Boston convention, that the Board of Tax Appeals be given 
jurisdiction to determine, in one proceeding, the respective 
liabilities in law or in equity of all transferees of a tax- 
delinquent transferor. 

Now we have gone along, assuming that if one transferee 
paid the tax of the transferor, he would be entitled to 
recover from his fellow transferees by way of contribu- 
tion—at least we went along assuming that until a Circuit 
Court of Appeals decision came down the other day, which, 
as I read it, indicates that a transferee who pays the tax 
may not have a contribution against his co-transferee, un- 
less there has been an assessment by the Commissioner of 
Internal Revenue against that co-transferee, or unless there 
has been a judgment of a court holding that the co-transferee 
is also liable for part of the tax. That decision was ren- 
dered by the Circuit Court of Appeals for the Third Circuit 
in the Phillips-Jones case on March 2, 1937. 

Now, I can see some members of the audience smile, and 
I suppose there are even Board members here who will 
say that the Circuit Court of Appeals for the Third Circuit 
is not always right. But if the decision is as I read it, and 
I would like to quote from the opinion briefly, there are 
some serious problems raised in the case where the Bureau 
has proceeded, as is often done, against a few solvent trans- 
ferees, instead of all of them. 

The case was apparently an outgrowth of the Phillips 
case that went to the Supreme Court on the constitution- 
ality of the transferee provisions of the Revenue Acts. 
Mr. Phillips and some of his co-transferees paid the major 
portion of the tax of a dissolved company. Then they sued 
in the District Court of Pennsylvania for contribution from 
some of their co-transferees. The District Court refused 
to enforce contribution, and the Circuit Court of Appeals 
for the Third Circuit affirmed it, saying this: 

“Any stockholder, including the appellees, should be and 
in Our opinion is, entitled to an assessment by the Com- 
missioner prior to imposition of tax liability upon him. The 
appellants would by implication add another method of 
imposing an assessment upon the stockholder, namely, by 
an action for contribution. It is not for the courts to ex- 
tend the methods prescribed by Congress for imposing tax 
liability. In the absence of assessment against the several 
appellees by the Commissioner, or, a decree or judgment 
of a court of record imposing tax liability upon them at the 
instance of the Commissioner, the liability to contribution 
in relief of the appellant is not established.” 

This decision raises another problem, from the adminis- 
trative standpoint, as distinguished from the legal stand- 
point. 

There are any number of cases where transferee letters 
are sent to only a few solvent transferees who are most 
readily accessible to the Commissioner of Internal Revenue. 
Those transferees, in most instances, have hesitated to go 
to the Commissioner and say, “I think you should also 
assess Mr. X, Mr. Y and Mr. Z, who were also stockholders 
and received some of the assets of the dissolved corpora- 
tion.” Now, if the Phillips-Jones case stands, it seems to me 
that the burden falls upon the transferee or his counsel, 
unless some change in the law is made, to take steps to see 
that all transferees are brought into the proceeding. 
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I think the Committee and members of the Tax Clinic 
might well consider the probable effects of the Phillips- 
Jones decision, Mr. Miller, and the pressing of either the 
recommendation of the Committee last year, or such other 
method as may seem desirable in order to remedy the 
situation. (Applause.) 


MR. BALDIIN: 


Mr. Chairman, I forgot to say one thing that I want to 
get off my mind with reference to Senator LaFollette’s idea. 

I wish that someone would bear in mind, when the new 
tax bill comes on, a provision for the exemption of earned 
incomes. I believe that is a thing that all lawyers should 
be interested in, and it opens the gate, for just what Senator 
lLaFollette wants todo. I believe that the matter of earned 
income—I know it is sort of under a cloud now—if it could 
be revived and emphasized, would be a means, I believe, of 
making income tax more popular and more productive. 


THE CHAIRMAN: 

Thank you, sir. 1 would like to know whether Mr. 
Bartholow has anything to say to us tonight. He was, as 
you know, Legislative Advisor to the Treasury, and is still 
very much interested in taxation. 


MR. B. H. BARTHOLOW OF NEW YORK CITY: 


Mr. Chairman, and fellow members of the American Bar 
Association. | might say a few words on one of the more 
simple problems of general interest to which I have given 
some thought of late, as no doubt, many of you here have 
likewise done. 

At the last meeting of the American Bar Association in 

Joston in August, 1936, I recall that one of the recom- 
mendations made in the report of the Special Committee 
on Federal Taxation was that there should be an amend- 
ment to the Federal Revenue Act to the effect that all 
expenses paid or incurred in the production of taxable in- 
come should be deductible in computing net income. That 
is an eminently fair principle, and the Bureau of Internal 
Revenue has, in many fields and for many years, allowed 
that type of deduction as an ordinary and necessary busi- 
ness expense within the contemplation of the various Reve- 
nue Acts. 

As far back as 1921, the Bureau took the position that, 
if a taxpayer incurred expense in the production of income, 
such as in conserving his investments and making possible 
the realization of income, those expenses should be deducted 
as ordinary and necessary business expenses. An example 
is O. D. 877, C. B. 4, page 123, published as an official 
ruling of the Bureau in 1921. 

The danger in the situation is in the fact that a taxpayer 
who merely receives income from investments, employing 
others to manage and look after his investments, may be 
viewed as not engaged in a “trade or business,” as that 
term is used in its more restricted sense. 

I remember discussing this very problem with the So- 
licitor of Internal Revenue in 1923 and suggesting then 
that there probably ought to be legislation specifically cov- 
ering deductions of that kind. It was the position of the 
Solicitor even at that date that the continued allowance by 
the Bureau of investment expenses as business expenses 
had the effect of incorporating that principle as part of the 
income tax law, just as if it were expressly recognized in 
the statute. 

Now, after almost 15 years, the subject again arises under 
circumstances which may well cause considerable em- 
barrassment. I am thinking of the comparatively recent 
decision of the Board of Tax Appeals in the case of Helen 
WV. Heilbroner, 34 B. T. A. 1200. A widow who acquired 
securities from her husband’s estate and paid a trust com- 
pany a commission for collecting the income and a book- 
keeper for keeping her accounts was held by the Board 
not to be entitled to deduct the amounts so paid, since she 
was not engaged in carrying on a trade or business, and 
since the Revenue Act contained no provision for the de- 
ductibility of investment expenses incurred outside of a 
trade or business. The United States District Court in the 
Massachusetts District has taken a similar position in the 
recent case of Dudley H. Dorr, et al., Trustees v. United 
States. 


(Continued on page 308) 






























LAWRENCE R. 
BLOOMENTHAL, 


Attorney at Law, Chicago, 
presents an_ interesting 
treatise on 


Tax Exemptions 


Part I—General Principles 


HE need for more revenue to meet the con- 
[ stantly growing cost of government has had 

two extremely important results. First of all, 
new taxes have been levied and old ones increased; 
secondly, attempts are being made to collect taxes 
on property and from institutions previously ex- 
empted as a matter of course. 

The increased amount of property federally and 
municipally owned is another factor which has 
brought the subject of tax exemptions into promi- 
nence during the past few years. Such projects as 
P. W. A. low-cost housing and municipally owned 
power plants must be given the same fire and police 
protection as those that are privately financed and 
pay taxes for the upkeep of these services. 

It would seem, therefore, that a comprehensive, 
systematic review of exemptions from taxation 
would be opportune. In a discussion of this sort 
covering the laws of the forty-eight states, it is im- 
possible to cover the intricate details of the Federal 
income or excess profits taxes, or the numerous ex- 
cises and tariffs collected by the federal government. 
However, there are certain basic principles concern- 
ing exemptions under the federal tax system that 
— and will be considered in their appropriate 
places. 


Basis 


HERE is a definite motive underlying each and 
i every exemption. For example, charitable institu- 
tions are exempted in order to encourage private indi- 


* Editor’s Note.-—The remaining articles in this series will consider 
exemption laws throughout the United States under the following head- 
ings: (1) Homestead Exemptions; (2) Exemption of Public Property 
ind Instrumentalities of Government; (3) Income of State and Local 
Officials; (4) Exemptions Granted to Special Classes, such as War 
Veterans, Agriculturalists, Labor Unions and so forth, and (5) Exemp- 
tions of Religious, Charitable and Educational Institutions. 





viduals to lighten the state’s burden of caring for its 
poor, sick or otherwise unfit inhabitants. Again, the 
motive may be the granting of a subsidy or the protec- 
tion of the interests of certain classes of the population. 
Sometimes, these motives are all intermingled as is 
the case with the laws providing that veterans of 
the World War shall be exempted from paying ped- 
dler’s license fees or certain other taxes. Obviously, 
veterans who are unable to earn a living will be- 
come a charge upon the state and, therefore, it is 
for the state’s best interests to assist them in becom- 
ing self-supporting or at least partially so. From 
another point of view, such exemptions grant a di- 
rect subsidy in the amount of the fee which other- 
wise would have to be paid. Also, they confer spe- 
cial privileges in return for services rendered in 
defense of the state in time of emergency. Many 
courts have regarded these laws simply as a matter 
of classifying war veterans without any reasonable 
basis and consequently have held them unconstitu- 
tional. It is submitted that a different result might 
have been reached had the foregoing analysis been 
kept more clearly in mind." 


Subsidies 


TAX exemption invariably acts as a subsidy 

to the individuals or classes of individuals bene- 
fited thereby. This idea may seem somewhat far- 
fetched at first, but upon further consideration, it 
becomes apparent that a subsidy can arise in other 
ways than by a direct grant of money from the pub- 
lic treasury. In fact, any form of assistance which 
gives an individual or class an advantage over com- 
petitors is a subsidy. There is no difference in prac- 
tical effect between a cash benefit payment and an 
exemption from taxes levied on all others who are 
not in the same class as those exempted. 


New Industries 


ROWING communities which are anxious to in- 

duce new industries to locate within their bor- 
ders frequently find it necessary to grant them some 
form of subsidy. A group of business men anxious 
to bring in new customers and stimulate business 
generally may raise a private subsidy in the form of 
a cash bonus and present it as the inducement for 
locating in their town or city. On the other hand, 
a public subsidy may be awarded. One of the most 
frequent public subsidies is the donation of land 
owned by a city or town as a factory site. Another 
type of public subsidy is the granting of exemptions 
from state or local taxation. Not all states permit 
the legislature or the various municipal corporations 
to make contracts for tax exemptions. In some 
states, such as Alabama, the constitution covers the 
topic in detail. It is fundamental law, however, that 
in the absence of constitutional authority there is 
no power to abate taxes already assessed or to con- 
tract for exemptions from future taxation.’ 





1A later article will review the entire subject of tax exemptions 
granted to World War veterans. : ; 

2 Eyers Woolen Mill v. Town of Gilsum, (1929) 84 N. H. 1, 146 Atl. 
511, 64 ALR 1196. 
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Source of Exemptions 


HE constitution of each state is the ultimate 

source of all exemptions from taxation. There 
are various methods used in dealing with the sub- 
ject. They range all the way from an absolute pro- 
hibition upon all exemptions not specified in the 
constitution to the opposite extreme whereby the 
state legislature is given unqualified authority over 
exemptions. Oklahoma takes the conservative view- 
point and its constitution provides that :* 

The legislature shall pass no law exempting any property 
in this state, except as otherwise provided in this constitu- 
tion. 

Recently, South Dakota has gone to the other ex- 
treme and now allows its legislature full sway in 
deciding what shall be taxed and what exempted.* 


Limitations 


HE majority of the states follow a middle 
course. Their constitutions contain definite 
specifications of the classes of property or individ- 
uals which shall be exempt without expressly forbid- 
ding other exemptions.® 
In some states, the constitution lists certain 
classes of property which may be exempted “by 
law” and requires taxation of all other property. 
This type of provision has been construed to give 
the legislature full power to define the requirements 
which property must meet in order to come under 
the constitutional exemptions. Instead of making 
detailed regulations, the legislature may, if it 
chooses, enact a statute incorporating the general 
language of the constitution. In this way, it would 
be left to the courts to determine whether or not 


a particular property comes within the scope of the 
exemption laws.® 


Indirect Limitations 


N ADDITION to direct constitutional limita- 

tions, the power to grant exemptions is limited 
indirectly by certain other provisions usually found 
in all state constitutions as well as by the Four- 
teenth Amendment to the Constitution of the United 
States. 

These indirect limitations are applied in cases 
where there is no direct restraint on the power of a 
state legislature to grant more or different exemp- 
tions than those set forth in the state constitution. 
Exemptions from taxation are considered special 
privileges and the indirect limitations worked out 


by the courts prevent the indiscriminate extension 
of these privileges. 


Equality and Uniformity 


HE provision of the various state constitutions 
which is applied most frequently to limit the 
granting of exemptions is that which requires taxes 
to be levied “uniformly” or “equally.” While the 
exact language used varies in the different states, 


3 Re Chickasha Cotton Oil Co., (1920) 80 Okla. 101, 194 Pac 


t. 215, 64 
ALR 1196, 1218. 
4 Egan Indepe ndent School District v. Minnehaha Co., (1936) 
Ss. D. —, 270 N. W. 527. 


5 People ex rel. v. Trustees of Schools, (1936) 364 Ill. 131, 4 N. E. 
(2nd) 16; Long v. St. John (1936) — Fla. — 170 So. 316. 


> Lummus v. Florida Adirondack School, (1936) — Fla. —, 168 So. 
233. 


May, 1937 


the basic principle underlying all of them is the 
same. 


Uniformity means that tax laws must operate on 
all alike under similar circumstances. Consequently, 
no greater burden can be imposed on one person or 
species of property than is laid on another similarly 
situated or of the same general character.’ How- 
ever, state legislatures are always permitted to di- 
vide property, subjects, or persons into different 
classes for purposes of taxation. Although they are 
given a wide range of discretion in making such classi- 
fications,® the legislatures cannot act in an arbitrary, 
discriminatory or unreasonable manner. On the 
other hand, it is lawful to select certain occupations 
or classes of individuals and impose a special or 
different tax on them than is borne by all the rest 
of the taxable property or persons in that jurisdic- 
tion. The only restriction on the legislative powers 
to classify is that the classification must be based 
on substantial differences between the objects, occu- 
pations, property or persons selected for special 
treatment.® Some cases state the rule a little differ- 
ently and say that classifications for taxation must 
rest upon some “reasonable difference” in kind or 
character.’° In any case, the differences need not be 
very great in order to support classification." 


The practical significance of the foregoing rules 
is that so long as there is a proper basis for classifica- 
tion, one class may be taxed while all others who 
might be taxed are exempted. This may be done 
without violating the uniformity rule. An interest- 
ing case arose in connection with the corporate net 
income tax imposed by the Pennsylvania legisla- 
ture in 1935. This tax was imposed on all corpora- 
tions doing business either wholly within the state 
or partly within and partly without and was levied 
for the privilege of doing business in Pennsylvania. 
Taxes were to be paid at the rate of six per cent 
(6%) of the net earnings or profits gained within 
the state during the preceding year. It was con- 
tended that exemption of building and loan asso- 
ciations, banks, trust companies and insurance 
companies violated section one, Article IX, of the 
Pennsylvania constitution requiring all taxes to be 
uniform upon the same class of subjects. Neverthe- 
less, the income tax act was held constitutional and 
the court stated that the corporate activities of those 
corporations exempted from the tax were sufficiently 
unique to justify separate classification for taxation 
purposes. It was permissible, therefore, to exclude 
them from the larger class of corporations generally 
which was subjected to this tax. The court pointed 
out that only a comparatively small part of an insur- 
ance companies revenues can be said to be “income” 
or earnings, since most of the premium receipts have 
to be laid aside for reserves. Obviously, different 
considerations apply here than are found in taxing 
the ordinary business corporation.’ 


7 State ex rel. Haggart v. Nicholls, (1936) — N. D. —, 265 N. W. 859 


8 Firemen’s Mutual Atd Association v. Comm., (1936) — — Va. —, 184 
S.._ E. 189. 


ae H. Chamberlain, Inc. v. Andrews, (1936) 159 Misc. 124, 286 


NYS 242 (holding Unemployment Insurance Act of N. Y. constitu- 
tional). 
10 Schoyer v. Comet Oil & Refining Co., (1925) 284 Pa. 189, 130 


A. 413. 
11 State Board of Tax Commissioners v. Jackson, (1931) 223 U. S. 
527, 51 S. Ct. 540, 75 L. Ed. 1248, 73 ALR 1464. 


rig Turco Paint & Varnish Co. v. Kalodner, (1936) 250 Pa. 421, 184 
a FF. 
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Classifications 


THER instances of classification for taxation ' 

which have been held valid are those made 
between corporations manufacturing beer and all 
other manufacturing corporations ; '* between anthra- 
cite and bituminous coal;?* between stock and 
mutual insurance companies * as well as between 
foreign and domestic insurance companies.’ Also, 
in some instances taxes peculiar to corporations, 
such as franchise or capital stock taxes, may be 
imposed without extending the same taxes against 
individuals."® 


Uniform Exemptions 


HE rule of uniformity applies to exemptions 

as well as to taxes; that is, they must apply 
uniformly to all those in the same general class. Any 
deviation from this rule will be sufficient to cause 
the courts to rule the exemption unconstitutional. 
In one case, the state laws exempted “not exceed- 
ing forty acres” of the “lands reserved for grounds 
of a chartered college or university.” Then, the legis- 
lature amended the charter of Lawrence University, 
al chartered college, to provide for complete exemp- 
tion of “any lands or other property acquired by 
donation, bequest or purchase and held expressly 
for educational purposes * * *,” The Supreme 
Court of Wisconsin ruled that this amendment 
granting a larger exemption to one school than to 
others was invalid and violated the provision of the 
Wisconsin constitution that “The rule of taxation 
shall be uniform * * *,”?° 


Class Legislation 


NOTHER indirect limitation of great impor- 

tance is the rule against class legislation. 
Until the late 1860’s there was practically no restric- 
tion on the right of the various state legislatures 
to incorporate railroads and other corporations by 
special laws. This power was used freely and it 
was customary to include provisions for a limited or 
perpetual exemption from taxation of some or all 
of the corporation’s property. Flagrant abuses 
along these lines led to the adoption of constitutional 
amendments in one state after another prohibiting 
the passage of any special law granting special 
privileges, immunities or franchises to any corpora- 
tion, association or individual. Consequently, it is 
now unlawful to grant exemptions from taxation by 
a special statute applying only to a specific individ- 
ual, association or corporation named therein.?° 





13 Turco Paint & Varnish Co. v. Kalodner, supra. 
"7 Commonwealth v. Germania Brewing Co., (1891) 145 Pa. 83, 22 
A. 240 


Heisler v. Thomas Colliery Co., (1922) 260 U. S. 245, 43 S. Ct. 
33, GF L. Bd. 237. 


. v. Girard Life Ins. Co., (1932) 305 Pa. 558, 158 
A. 262, 


7 Germania Life Insur. Co. v. Comm., 85 Pa. 513. 


% Comm. v. Quaker City Cab Co., 287 Pa. 161, 134 A. 404, reversed 
5 another point in Quaker City Cab ” v. Pennsylvania, (1928) 277 

- &. 389, 48 S. Cte. 553, 72 L.. Ed. 927 

18 Lewenece Univ. v. Outagamie Co., (1912) 150 Wisc. 244, 136 N. W. 
619, 2 ALR 465, 471. 

2%» Eyers Woolen Mill v. Town of Gilsum, (1929) 84 N. H. 1, 146 


Atl. 511, 64 ALR a Consolidated Coal Co. v. Miller, (1908) 236 
Ill. 149, 86 N. E. 
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Impairing Contracts’ - 


HERE are still a large number of railroads, uni- 

versities and other corporations operating under 
special charters granted before the reaction set in. 
This type of charter is considered a contract between 
the corporation and the state government and is 
protected by Article I, Section X, clause one, of the 
Constitution of the United States which forbids the 
several states to pass laws impairing the obligation 
of contracts. Any tax exemptions contained therein 
are part of the contract and cannot be modified or 
cancelled by subsequent state laws without the con- 
sent of the corporations affected. 

At the present time, most business corporations 
are organized under laws which expressly reserve 
the right of the legislature to amend, modify or 
repeal the charters granted under their authority. 
These reservations prevent modern corporate char- 
ters from becoming irrevocable contracts. There- 
fore, the various state legislatures have the right 
to impose new or different forms of taxation than 
those which were in force at the time any particular 
corporation was organized. For example, at one 
time franchise taxes were either a flat rate or based 
on the amount of capital stock. In some states, 
there has been a tendency to modify this form of 
tax by substituting a franchise tax based on net 
income during the preceding year. No corporation 
organized at a time when a flat fee was charged for 
the privilege of doing business can complain of a 
change to a tax measured by income since it is im- 
posed for exercising the very same privilege. Like- 
wise, exemptions “allowed at one time may be 
changed or cancelled entirely at a later date if there 
is nothing in the charter of a corporation constitut- 
ing a binding contract for the continuance of such 
exemption.” 


Extending Exemptions 


LTHOUGH the legislature of a particular state 

may not have any authority to grant further 
exemptions beyond those contained in the organic 
law of the state, the people themselves may vote 
to amend the constitution and extend the benefit of 
exemption laws to property previously assessed for 
taxation. At the present time, the movement for 
exempting homesteads from taxation has taken con- 
crete form in the way of constitutional amendments or 
revision of the revenue laws in at least eleven states.”? 
Since similar measures are being considered in sev- 
eral other states, it is interesting to notice a line of 
cases originating in Florida. The constitution of 
Florida was amended in 1934 to provide for exemp- 
tions of homesteads. Prior to this time, both the 
state government and its various subordinate taxing 
units had issued bonds as security for repayment 
of money borrowed to meet different public needs. 
The laws authorizing the issuance of these bonds 
and the bonds themselves stated that funds for pay- 
ment of principal and interest would be raised by 





21 Citizen’s Savings Bk. v. Owensboro, (1899) 173 U. S. 637, 19 S. Ct. 
530, 43 L. Ed. 840. 

22The eleven states referred to are Arkansas, N. Carolina, Utah, 
Florida, Louisiana, Texas, Mississippi, Minnesota, Oklahoma, and W. 
Virginia and Towa. The eleventh state, Iowa, adopted homestead 
legislation while this article was being prepared. A later article dis- 
cusses this further. 
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an annual levy of taxes,on all taxable property in 
each taxing unit. After the homestead exemption 
went into force taxation of homesteads for payment 
of pre-existing bonded indebtedness was resisted on 
the theory that the amendment protected homesteads 
from all taxation. It was decided that all property 
which was taxable at the time these bonds were 
issued still remained taxable for the purpose of pro- 
viding the necessary funds for payment of principal 
and interest. The court pointed out that the bonds 
were contracts between the taxing bodies and the 
bondholders and that to hold in favor of complete 
exemption would impair the obligation of contracts 
because the state had not provided any other funds 
to meet these obligations. In other words, an 
amendment to a state constitution broadening the 
basis of tax exemptions is controlling unless the ad- 
ditional exemption results in impairing the obligation 
of contracts.” 

The interesting feature of these Florida cases is 
the point that contracts may be unlawfully impaired 
by an increase as well as by a decrease of the extent 
to which property is exempt from taxation. 


Donating Public Credit 


EARLY every state constitution prohibits the 
donation of the public credit or a loan of finan- 
cial assistance from the public treasury for the aid 
of private individuals, associations or corporations. 
Exemption statutes have been attacked as being 
prohibited donations of the public credit or funds. 
While it is true that all lawful exemptions are a 
form of subsidy, nevertheless they are not considered 
to be the sort of donations prohibited in state con- 
stitutions. So long as the exemptions in question 
are authorized by ‘the state constitution, they will 
be sustained by the courts unless it is proven that 
in carrying out this constitutional power the legisla- 
ture made unreasonable or arbitrary classifications 
which increased the burden of taxes borne by all 
other non-exempt taxpayers. Although the general 
class of exemptions may be authorized, the legisla- 
ture has no power to make classifications which are 
not founded on natural or reasonable differences 
between the classes. Violation of this rule justifies 
the courts in setting aside the exemption as being 
a denial of the equal protection of the laws. 
Abating a tax already assessed or enacting a stat- 
ute for the exemption of property on which taxes 
were then due and payable would be unconstitutional 
and an unlawful gift of public funds.*® 


Fourteenth Amendment 


O restriction is placed by the Federal Constitu- 

tion on the manner in which the individual states 
may levy taxes for their support. Neither does it 
restrict the objects which may be taxed or exempted. 
Nevertheless, judicial interpretation of the “due 
process” and “equal protection” clauses of the 14th 
amendment has definitely restricted the power of the 
state legislatures to tax or exempt from taxation 
according to their own views of public policy.” 





% Tong v. St. John, (1936) — Fla. —. 170 So. 316. 320. 
4 Williams v. Baldridge, (1930) 48 Idaho 618, 284 P. 203. 
* Williams v. Baldridge (supra). 


__*% Lawrence v. State Tax Commission, (1932) 286 U. S. 276, 52 S. Ct. 
556, 76 L. Fd. 1102. 


The first section of the fourteenth amendment 
provides: 


No state shall make or enforce any law which shall abridge 
the privilege or immunities of citizens of the United States; 
nor shall any state deprive any person of life, liberty or 
property without due process of law, nor deny to any per- 
son within its jurisdiction, the equal protection of the laws. 
In a long series of decisions, the Supreme Court 
of the U. S. has held that the validity of state laws 
exempting from taxation as well as those levying a 
tax must be tested by the fourteenth amendment.” 
It has been held that the “due process” and “equal 
protection” clauses require state laws to operate on 
all alike and not to subject any individual to an 
arbitrary exercise of the powers of government. 
While the states are free to classify for taxation, 
no greater burden must be imposed on one member 
of a class than is imposed upon all others in the 
same circumstances. It is well settled law that the 
fourteenth amendment does not interfere with the 
power of each state to levy taxes according to its 
own views of expediency and needs for revenue. 
The only restriction is that in making classifications 
of exempt and taxable property of individuals or cor- 
porations the legislature must base its decisions on 
some real and substantial differences between the 
separate classes. Also, these differences must have 
some reasonable relation to the purpose of the par- 
ticular legislation in which they are made. Arbitrary 
classifications violate the fourteenth amendment; 
there is no distinction made between classifications 
for the purpose of granting exemptions and those 


made in order to impose different taxes on the classes 
selected.8 


When making classifications of property, the state 
legislature is not bound to observe close distinctions 
or follow a precise, scientific uniformity in placing 
within the same class all those objects or things 
which probably ought to be given similar treatment 
because of their similar use, composition or value. 
Any other rule would result in a minute supervision 
of the revenue system of each state by the Federal 
Courts. This would be too complicated and burden- 
some on the Courts as well as repugnant to the 
basic principles of the Constitution of the United 
States.2® Applying these principles to the Louisiana 
severance tax on the production of petroleum, the 
Supreme Court ruled that a tax graduated on the differ- 
ences in gravity of crude oils was constitutional and 
did not deny the equal protection of the laws in 
violation of the fourteenth amendment. According 
to expert opinion, the gravity of the oil determines 
the gasoline content and this in turn fixes the value 
of the crude oil; therefore, it was a proper and rea- 
sonable means of distinguishing between different 
classes of oil. Since the same tax was imposed on 
all oil of the same gravity regardless of where it 
was produced, the court ruled that this was suff- 
ciently uniform to be valid classification even though 





27 Connally v. Union Sewer Pipe Co., (1902) 184 U. S *e- 22 
431, 46 L. Ed. 679; Barbier v. Connally (1885) 113 u> Ya ; 
357, 28 L. Ed. 923. 

8 Power Mfrg. Co. v. Saunders, 274 U. S. 490, 47 S. Ct. 678, 71 L. 
Ed. 1165. See also Broad River Power Co. v. Query, (1933) 288 U. S 
178, 53 S. Ct. 326, 77 L. Ed. 685, upholding classification between 
different methods of pacing, electricity. 


® Ohio Oil Co. v. Conway (1930) 281 U. S. 146, 50 S. Ct. 310, 74 
L.. Ed. 775. 
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producers in some localities obtained higher prices 
for their oil®° 

In another recent case involving a classification 
of motor vehicles under the California registration 
act it was decided that there was sufficient distinc- 
tion between vehicles weighing more than three 
thousand pounds and those weighing less to justify 
the exemption of the lighter vehicles from the annual 
registration fee. The court stated that the “legisla- 
ture may graduate the fees according to the propen- 
sities of the vehicles to injure or to destroy the 
public highways, and may exempt those with re- 
spect to which this tendency is slight or non- 
existing.” *! 


Passing on Exemption Benefits 


ECENTLY, the state of Idaho levied a license 

tax on the manufacture for sale of electricity 
and electrical energy. Section five of the license act 
exempted the sale of electricity used for pumping 
water for irrigation purposes, provided it was to 
be used on land in the state of Idaho. The manu- 
facturer was required to credit the value of the 
exemption annually on the consumers’ bills. It was 
alleged that this type of exemption deprived the 
power companies of their property without due 
process of law in violation of the fourteenth amend- 
ment and also denied them the equal protection of 
the laws. However, the Supreme Court of the 
United States ruled that the act was constitutional 
and that it was permissible under the “due process” 
and “equal protection” clauses to grant an exemption 
from taxation on condition that the taxpayer will 
pass on the benefit to the ultimate consumer. 
Furthermore, the classification between those using 
power for irrigation purposes and all other users 
of power was valid because the irrigation of arid 
lands in the state of Idaho is a matter of public 
concern. Requiring the benefit of the exemption to 
be passed on to the consumer was not a compulsory 
taking of the power company’s property without 
due process of law. But for the exemption the com- 
pany would have had to pay the government a 
portion of its receipts in the form of taxes; instead 
of requiring that, the state was justified in exempting 
the receipts from a special class of users on condi- 
tion that they be given the benefit thereof.*? 


Taxing Corporations Separately 


N SOME instances taxes can be levied on corpora- 

tions without also taxing individuals. This may be 
done only when matters peculiarly applicable to 
corporations are being taxed, such as the capital 
stock or the privilege of doing business in the state. 
Otherwise, corporations are entitled to be free of 
taxes which are not required from individuals un- 
less the property employed by the corporation in 
its business is of such a nature that there is some 
real and substantial difference between it and prop- 
erty owned by individuals generally. For example, 


“Ohio Oil Co. v. Conway, supra. ; 
Gee & ees v. Snook, (1930) 281 U. S. 66, 50 S. Ct. 204, 


32 Utah Poul ond Lt. Co. v. Pfost, (1932) 286 U. S. 165, 52 S. Ct. 
548, 76 L. Ed. 1038 


TAX EXEMPTIONS 273 


if only corporations were engaged in the taxi-cab 
business, then, of course, it would be permissible to 
levy a special tax against taxi-cab corporations. 
However, a tax based merely on the corporate char- 
acter of the owner of a particular kind of property 
while exempting individual owners, is invalid as it 
is based on an arbitrary discrimination against cor- 
porations. This rule was laid down in the case of 
Quaker City Cab Co. v. Pennsylvania,®* where it was 
held that a tax on the gross receipts of the corpora- 
tions operating taxi-cabs was unconstitutional and a 
denial of equal protection of the laws because it did 
not apply also to individuals and partnerships operat- 
ing in the same kind of business. The court failed 
to see any sound reason for the treatment of corpora- 
tions as a separate class and exemption of all others 
because it was shown that every other tax was levied 
on individuals and corporations alike without dis- 
crimination. Justices Holmes, Brandeis and Stone 
dissented on the grounds that it was well within 
the power of any state to discriminate against cor- 
porations and impose heavier tax burdens on them 
than on individual enterprises and that the equality 
clause in the fourteenth amendment did not forbid 
such classification.** 


General Classifications 


HEN the claim is made that a classification for 
taxation purposes denies the equal protection of 
the laws, the main issue is whether the general classifi- 
cations adopted are reasonable and not whether a 
particular taxpayer may suffer inequality or hard- 
ship as a result thereof. So long as the law itself 
does not result in hostile discriminations, accidental 
hardships will not defeat its validity.*° The Vermont 
income tax law of 1931 allowed the head of a family 
a personal exemption of $800 if his income was de- 
rived wholly from ownership of or interest in any 
stock, bond, note or other interest-bearing security. 
If any part of the income was derived from any 
other source the taxpayer lost the $800 exemption 
but was allowed a larger exemption of $2,000 against 
the aggregate net income. The income of one tax- 
payer consisted of salaries and a much larger sum 
from interest on notes and mortgages which repre- 
sented money loaned outside the state of Vermont 
and of dividends from corporations in other states. 
The income from salaries was large but the allowable 
deductions were so great that there was no taxable 
net income. Consequently, the personal exemption 
of $2,000 was not allowed because there was no “ag- 
gregate net income from this source.” However, 
the income from dividends and interest was still 
taxable, but there was no personal exemption allow- 
able because this taxpayer had income from other 
sources. It was decided that the classification 
adopted by providing for different exemptions for 
income of different classes was valid, even though 
the circumstances of this particular case deprived 
the taxpayer of all personal exemptions.*® 
"9277 U. S. 389, 48 S. Ct. 553, 72 L. Ed. 927. 
3% The dissenting Justices relied mainly on a case arisin , Sader the 
fifth amendment: Flint v. Stone Tracy f (1911) 220 U. 107, 161, 
31 S. Ct. 342, 55 L. Ed. 389, Ann. Cas. 1912 B 1312 and on Fort 


Smith Lbr. Co. v. Arkansas, (1920) 251 U. S. $32, 534, 40 S. Ct. 304, 
64 L. Ed. 396, 


399. 
% Maxwell v. ) 250 U. S. 525, 543, 40 S. Ct. 2, 63 L. Ed. 1124. 


0. 8 v. Harvey, (1935) 296 U. S. 404, 56 S. i. 252, 80 L. Ed. 
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Dividends and Interest 


HE Colgate case ** also involved the validity of a 
_provision in the Vermont law discriminating 
against interest and dividends earned outside of the 
state. Incomes derived from investments of this nature 
within the state were totally exempt, but a 4% tax 
was levied against dividends from out of state cor- 
porations. The United States Supreme Court ruled 
that there was no unreasonable discrimination against 
out of state corporations but that the tax was merely 
an attempt to equalize the burden borne by tax- 
payers owning shares of stock in domestic corpora- 
tions. This ruling was based on the theory that 
domestic corporations paid an annual franchise tax 
of 2% on their entire net income and also paid taxes 
on all of their corporate property located in Ver- 
mont; corporations not having their domicile in 
Vermont or any property there did not pay such 
taxes; therefore, so far as the power to equalize 
matters is concerned these foreign corporations were 
not paying any taxes in Vermont at all and the 
legislature had the right to tax income from that 
source at a greater rate than dividends of Vermont 
corporations. In short, the court reasoned that 
ultimately stockholders pay all corporate taxes be- 
cause there is that much less income available for 
distribution as dividends. It was only fair, therefore, 
to impose an equal burden on everybody receiving 
income from corporations.*® 


Interest 


AXING interest on money loaned outside of the 

state while exempting interest from domestic 
loans is forbidden by the decision in Colgate v. 
Hlarvey. The majority decision ruled that such 
classification was arbitrary and discriminatory as 
well as an abridgement of the privileges and im- 
munities of citizens of the United States, among 
which is the right to loan money and make con- 
tracts regarding such loans in any part of the United 
States.*° 


Effect of Fourteenth Amendment 


Hl foregoing review of authorities dealing with 

the application of the fourteenth amendment to 
state tax exemption laws makes it apparent that this 
amendment is a drastic, although indirect, limita- 
tion on the exemption powers conferred upon the 
legislatures of the respective states by the various 
state constitutions, 


Strict Construction 


XEMPTION laws are not favored by the courts. 

They are considered in derogation of the revenue 
raising powers of the government and are, therefore, 
strictly construed. All doubtful cases are decided 
against the one claiming an exemption. Funda- 
mentally, the rule of strict construction is based 
on the principle that since it is alw ays the duty of 


ol jate v. Harvey (supra) Headnote 1. 
8 ( “slaate v. Harvey, (supra). 
® Tbid, Headnotes, five, seven, ten and eleven. Mr. Justice Stone 
dissented only as to the ruling that interest from state loans cannot be 
subjected to a discriminatory tax. 
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the courts to interpret laws in accordance with the 
original intentions of the legislature they cannot read 
any exceptions into their language. It is not rea- 
sonable to suppose that any law making body would 
surrender any portion of its powers over the revenue 
of the government without first giving the matter 
careful consideration. Therefore, the courts will not 
imply any exemption which is not shown by the 
plain language of the law. Although it operates 
harshly on particular claimants, the rule against im- 
plied exemptions is based upon sound public policy ; 
any other rule would set up the courts as an extra 
branch of the legislature. 

When called upon to interpret the meaning of an 
exemption law, considerable emphasis is given by 
the courts to the legislative history of the statute 
in question. They try to determine the general at- 
titude of the legislature toward that sort of exemp- 
tion over a long period of time and will follow as 
narrow a meaning as can be gleaned from such in- 
vestigation. A good example of the practical ap 
plication of the strict construction rule is afforded by 
a recent case decided in Maine.*® The Portland Ter- 
minal Company, a railroad corporation, had acquired 
certain property previously owned by the Boston and 
Maine railroad and claimed exemption from taxa- 
tion for eleven parcels of land used for terminal 
facilities, including the depot grounds as well as the 
space used by repair shops and freight houses. The 
assessors denied this exemption and the Supreme 
Court of Maine sustained this holding. Under a 
general statute, exemption from local taxation was 
granted to all lands inside the “located right of way” 
of every railroad corporation. By tracing ; the history 
of this statute, the court determined that the original 
intention of the legislature was to have the words 
“right of way” mean only the space in which the 
railroad was allowed by law to construct its roadbed 
and lay its tracks. Applying the rule of strict con- 
struction, the court decided that terminal facilities 
were not within the scope of this meaning and were 
taxable locally the same as property of other cor- 
porations.*! 


Customary Exemptions 


HE fact that it has been the custom to exempt 

certain property or individuals in previous years 
does not preclude the enforcement of taxation against 
such property or individuals at the — time if 
they are taxable under existing laws. While cus- 
tomary exemptions may be binding as to the years 
in which they were granted, the sovereign govern- 
ment is never estopped from asserting its taxing 
power. However, a custom of omitting apparently 
taxable property is considered strong evidence of a 
right to an exemption.*? 


Departmental Interpretation 


ROM time to time, it becomes necessary for state 

tax commissions, local assessors and other of- 

ficials concerned with administering the revenue 
(Continued on page 310) 





40 Portland Terminal Co. v. Hines, (1936) — N. E. —, 187 A. 716. 
41 See also Ballou v. Fisher, (1936) — Oregon —, 61 P. (2nd) 423 

in which the words “‘return of premium’’ were strictly construed. 
42 Vicksburg, etc., Rd. Co. v. Dennis, (1886) 116 U. S 


¢ S, . & 665. 29: &.. 
Ed. 770. 


Effective Reporting 
of Assessment 
and Tax Facts 


HE problems of assessment and taxation and 
of the equitable distribution of taxes are upper- 
most in the minds of all taxpayers and many 
public officials. The economic depression, which has 
affected every individual and every industry and 
business, has brought into sharp relief the magnitude 
of the tax burden and the necessity of just and 
equitable distribution and economic use of Federal, 
state and local taxes for the essential public services. 

This difficult situation offers at once a challenge 
and an opportunity for the inauguration of well- 
considered plans looking toward the accomplish- 
ment of fundamental improvement in the revenue 
systems, in assessment and tax administration, and 
in the control and economical expenditure of public 
moneys. 

A better understanding about actual assessmént 
and tax programs, procedures and results is impera- 
tive. Such understanding interest must be main- 
tained among an increasing number of citizens. 
There is thus a need for the development and pe- 
riodic presentation of clear, accurate and easily 
understandable facts dealing with the all important 
field of tax administration. 

Effective statistical reporting will inform the citi- 
zen concerning the character, extent and technique 
of administration. It thus becomes the basis of pub- 
lic discussion and intelligent action on various as- 
sessment and tax problems. The statistical reports 
are also helpful to the assessment and tax officials 
by furnishing them specific guides for current ad- 
ministrative operations and policies and for the ef- 
fective solution of problems presented in the admin- 
istration of these activities. The systematic culti- 
vation of public confidence by regular presentation 
of accurate, adequate and easily understandable facts 
must result in an increased understanding interest 
in and in a widened support of sound and economical 
administration. 





* Paper presented before the Third Annual Conference of the National 
Association of Tax Assessing Officers in Detroit. 
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By 


J. L. JACOBS 


Of J. L. Jacobs & Co., Con- 
sultants in Public Adminis- 
tration and Finance, Chicago 


Advances in Statistical 
Technique and Reporting 


UCH progress has been made during the past 
ten years in the form and technique of public 
reporting by an increasing number of Federal, state 
and municipal agencies. Such periodic public re- 
porting with supporting statistical data arranged in 
an orderly and unified grouping of facts, and illus- 
trated in the high spots with graphic charts have 
been particularly effective in accomplishing the de- 
sired objectives. 

Much of the confusion and some of the criticism 
by citizens and by students of public finance have 
been due to inadequate and indefinite presentation 
of plain facts by public officials and to the lack of 
complete understanding of actual conditions. The 
progress and improvement in assessment and tax 
statistical technique serve both as valuable guides 
in effective reporting of assessment and tax data and 
as a means of eliminating controversial statistical 
comparisons. 

Concurrently with the improvement in statistical 
records and reporting, there have been marked im- 
provements and increased uses of modern mechani- 
cal devices and of new processes of report printing. 
These devices and processes now make it possible to 
obtain better, clearer and less expensive reports. 
The quality and effectiveness of public reporting has 
generally increased while the unit costs have been 
greatly reduced. These have resulted in more ex- 


tensive reporting by public officials throughout the 
country. 


Increased use of such improved processes and 
devices have made possible the integration of oper- 
ations in the recording of assessments with those in 
the extension, collection and distribution of taxes. 
As a result, current analyses and periodic presenta- 
tion of facts dealing with these coordinate fiscal mat- 
ters may now be obtained at substantial reductions 
in cost and with increasing services and satisfaction 
to both citizens and public officials. 
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Elements of Assessment 
and Tax Statistics 


T O ASSURE effective assessment statistical re- 
porting, experience in many jurisdictions point 
to the necessity and value of the development of 
simple and definite administrative and office prac- 
tices and of objective procedures and standards of 
operation. With these, the tasks in the preparation 
and wide distribution of property assessment man- 
uals and schedules containing information and guides 
on uniform assessment procedures and standards, be- 
comes relatively simple. 


Similarly, the provision of current land value and 
tax maps, and the printing and distribution of as- 
sessment lists showing individual assessments and 
supporting tax data for the reference of the individ- 
ual taxpayers are important elements in effective 
assessment and tax administration. The preparation 
and distribution of such assessment and tax data 
benefit both the staff and taxpayers in obtaining a 
better understanding of the assessment and tax 
processes. 


In addition to these essential administrative ele- 
ments, there should be periodic preparation and pre- 
sentation of information on assessment and tax 
conditions and trends. These may best be presented 
by clear and brief statements or descriptions which 
are supported by tabulations and graphic charts. 
These furnish effective and easily understood pic- 
tures of conditions and of comparative operations 
and results. 

Such statistical information should be presented 
both in the annual reports which should be made 
immediately after the close of the fiscal year and in 
special reports and bulletins to supplement and an- 
tedate the annual reports. Information in such re- 
ports and bulletins containing current statistical 
information may be widely distributed through the 
local press, through the radio, through open house 
meetings and school exhibits, and through neigh- 
borhood groups and clubs. Effective use of the 
assessment and tax data has also been made by print- 
ing of such current statistical data on the back of 
tax bills and on bills for water and other utility 
services, where they are operated by public agencies. 


Nature and Content of 
Assessment and Tax 


COMPLETE report, including statistical tables, 
graphs and charts, should be made at least 
once a year. Some of the data should be prepared 
monthly or quarterly in order to assure current, up- 
to-date reporting for the continued guidance of the 
administrative officials and of the interested public. 
For purposes of arrangement and ease in locating 
such data, the more important statistical statements 
and graphs may be listed under the following major 
divisions: 
(1) Administrative and operating statistics. 
(2) Economic and property statistics. 
(3) Assessment statistics. 
(4) Tax and fiscal statistics. 
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[n connection with last division on tax and fiscal 
statistics, such statements are reported with the 
other divisions in the cities and counties and practi- 
cally all states where the organization, procedures 
and administration of tax assessment and collection 
have been integrated. Under these conditions, uni- 
fied and standardized statistical reporting are ex- 
tended to the tax and fiscal fields, and are coordinated 
with the administrative and assessment statistical 
reports. 

The following illustrations of the more important 
statements, some of which should be supplemented 
with graphic charts, are indicative of the character 
of statistical information which has been found use- 
ful and valuable in the assessment and tax fields. 
Some of these statements and graphs should be pre- 
pared in collaboration with the finance officer, where 
such office is separated from the local assessment and 
tax office. The work involved in keeping such data 
currently up-to-date is of relatively small moment 
after the preparation of the original statements and 
reports. 


(1) Administrative and Operating Statistics: 

(a) Budget appropriations, expenditures and en- 
cumbrances by divisions and by major 
functions, for the current and prior years; 

(b) Total and unit costs of personal property 
assessment, for the current and prior years; 

(c) Total and unit costs of real estate assess- 
ment, for the current and prior years; 

(d) Total and unit cost of servicing Board of 
Appeals complaints; 

(e) Total and unit costs of current tax exten- 
sions and tax collections. 


(2) Economic and Property Statistics: 


(a) Number and classification of buildings and 
lands in the assessment district; 

(b) Number of main buildings erected, sheds 
and garages erected or altered, buildings 
wrecked and buildings destroyed by fire dur- 
ing current year; 

(c) Distribution by classes and by types of 
ownership of assessed and exempt real es- 
tate and personal property; 

(d) Relationships between property assess- 
ments, sales, rentals, price trends, incomes; 

(e) Comparisons of real estate and personal 
property and other tax changes in the as- 
sessment district, in remainder of state and 
for the state as a whole. 


(3) Assessment Statistics: 


(a) Assessed and estimated true values of real 
estate in the assessment district before and 
after revision, for a period of years; 

(b) Assessed and estimated true values of tan- 
gible and intangible personal property in 
the assessment district before and after re- 
vision, for a period of years; 

(c) Total assessed and estimated assessment 
ratios and true values of real, personal, and 
utility property in the assessment district, 
for a period of years; 

(Continued on page 308) 
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friends don’t require it, and your enemies 

won't believe you anyhow.” Good advice, 
which we are now going to cast aside, for we 
realize that many present readers were not Shop 
patrons of the Certified Public Accountant in which 
we did our stuff until November, 1936. Too many 
readers want to know why we do a “strip-tease” act 
in our tax case comments. Well, for one thing it’s 
the way we’ve always made them. We worked on 
the assumption that every reader had access to a 
tax service. We give (and always have given) the legal 
citation, e. g., 35 BTA # 222; and for the convenience 
of our readers have added the CCH paragraphs since 
we came to this magazine. We look primarily for 
human interest, with technicalities secondary. Any- 
one too lazy to look up the complete decisions or 
rulings in a complete tax service is more to be pitied 
than blamed. 


“Tsien explain,” said an old sage. “Your 


Typing 1120 


OO late for the rush season, but still good for 


fiscal years, or next year, comes this suggestion 
of “Oldtimer” : 


Anent the mechanical difficulties of preparing corpora- 
tion returns (see March, page 147), I gave my junior 
partner and the whole staff a practical demonstration of 
what old men are good for. [Comments on Supreme Court 
deleted by Shoptalker.] I can remember the six-page 
blanks of the War Tax days of 1919, 1920, 1921. And we 
solved the typing of them by merely splitting the blanks 
into 3 sheets each, typing on ordinary machine, without 
folding, and then stapling together again. Simple, isn’t 
it? But the Kid thought I was good. 


Several other readers contributed the same idea, 


but not quite as humanly expressed. But thanks 
to one and all. 


Taxes 


MOST important case for the tax practitioner, 
as directly affecting his own income, and the 
taxes thereon is that of Humphreys (373 CCH § 9153) 
decided by CCA 2nd on March 1. It draws the fine 
line between avoidance and evasion in favor of the 
taxpayer, reversing 33 BTA 1081, and unless upset 
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by “the nine old men” may bring much comfort to 
many of our readers. 

The once famous (or infamous, if you belonged 
to the opposite faction) name of Boies Penrose got 
into the tax reports in the case decided on March 3 
by the Eastern Pennsylvania District Court (373 
CCH ¥ 9156). 

On the Ides of March, the N. Y. World Telegram 
had a cartoon which showed an harassed individual 
working his tax return while his wife said, “See, 
dear, if you’d gone to church, you could deduct what 
you put in the collection plate!” From much hear- 
say and some observation, we see this as irony rather 
than humor. Too many people who never go to 
church, allege attendance on their returns. It is a 
wide open door. No one can produce a receipt for 
what the ushers collect; and unless the amount 
claimed is grossly disproportionate to the income, 
the “contribution” is allowed to stand. On the other 
hand, there are some generous souls who give more 
than they may claim; and others so charitable that 
they refuse to claim anything, on authority of Mat- 
thew, Chapter 6, Verse 3. 


The cases of Walker, 35 BTA #90 (373 CCH 
{ 7100) and Kraus, CCA 2nd, March 8, 1937 (373 
CCH { 9164) should be carefully compared. Proper 
accounting for securities bought and sold, especially 
if rights, warrants or stock dividends have been had, 
will save taxes. These cases state nothing new; 
they do emphasize something every tax practitioner 
should stress to his clients. 


Right after the Supreme Court, with Justices Rob- 
erts and Brandeis dissenting, handed down its deci- 
sion in the Brush case, the B. T. A. gave similar 
decisions in 35 BTA Nos. 92 and 93. State and 
Municipal workers are jubilant. Meanwhile New 
York is trying to collect state taxes from employees 
of corporations owned and operated exclusively by 
the United States. Turn about is usually considered 
fair play. 

Still another angle however is the ordinary house- 
holder. For as long as we can remember taxes, 
we've been supporting the Revenue Bureau in refus- 
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ing to permit “water rates” as deductible. Our own 
home town still gets its water from a private cor- 
poration. The water is no more deductible than 
the coal used in heating the house. But if the fur- 
nishing of water is an essential governmental func- 
tion then those cities fortunate enough to have 
municipal water works, are levying a tax, instead 
of selling a service. 

For a highly varnished case read Morrill, U. 5. 
District Court of N. (374 CCH § 9185). It’s 
uncommonly long, but uncommonly interesting, and 
we hope the decision is sustained on appeal. 


Meetings 


HE open season for meetings started right after 
the tax season closed. For pleasure or profit or 
just plain curiosity, here are some we’ve been to: 


March 21. First, on Palm Sunday we attended 
a supper at the Women’s University Club where 
Miss Katherine Gallagher of Baltimore gave a 
splendid talk on the history of liberalism and the 
danger in which it is currently. Also, she handed 
out the most beautiful squelch to a questioner 
that we have ever heard. We lack space to repeat 
it, or rather the circumstances preceding it, which 
would make it understandable. 

March 22. N. Y. State Society of C. P. A.’s 
talk on the Social Security Board by Henry P. 
Seidemann. Instructive and entertaining. 


March 23. N. J. Society. Carl Withers, Com- 
missioner of Banking was the guest of honor. A 
good talker, and a good banker. We were class- 
mates in a Navy Officers’ School in 1917, which 
made the evening especially interesting. 

March 24. At the Ambassador Hotel, New 
York, Walter Damrosch, famous musician. As 
Hod Archer used to write in the Daily Item, “a 
delicious collation concluded an enjoyable func 
tion.” 

On Thursday, March 25, we heard and saw John 
Mason Brown talk about the current season's 
drama. Here is a comedian, far superior to those 
on the radio, going to waste as a dramatic critic. 
His humor was intelligent rather than slapstick; 
but we haven’t had such belly laughs in months. 

April 8 we heard Dean Acheson speak at a din- 
ner. You recall him as a short termed Under- 
secretary of the Treasury. He spoke; he did not 
read a paper. And what he said, and the easy way 
in which he said it, will long linger in the minds 
of the sixty friends who heard him. It was a philos- 
ophy of social economics and law that deserves 


recording for posterity, but “there were no re- 


porters present.” 
April 12 the New York C. I. A.’s held a meeting 
devoted to Education. The better educated mem- 


bers attended; those who needed it most stayed 
away. “Twas ever thus!” 


Sut speaking of meetings, take out your calendars 
right now and note that on October 18 the account- 
ants are going to hold a convention in New York 
that will make as well as mark history. Fifty vears 
ago the first association of public accountants was 
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formed. Nowa well organized, large and still grow- 
ing profession will celebrate. For complete details 
read the Journal of Accountancy, or consult the Sec- 
retary of your own State Institute. 


The Shoptalkers 


“—a YELL, by gosh, it’s good to see us all to- 

gether again without a hurried look on any 
face,” said the Kid. “Tax season over and nothing 
to do till next year.” 

“Let’s be honest,” replied Oldtimer. “I wasn’t so 
busy this year that I couldn’t have been busier; and 
I only wish we could be as busy the year round. In 
fact, if the truth must be told—.” 

(“It must,” interrupted Law, “if you listen to the 
Ess Ee See.) I’ve had to throw a bluff for my clients. 
Any number of them call up after March first and 
want to have anything but tax work done, and we 
make them wait till after the fifteenth.” 

“Trust Oldtimer to know all the tricks,” said Philo. 

“T do the same,” said Blank. “But speaking of the 
Ess Ee See, don’t you think it perfectly appalling 
how little the accountants there really know.” For 
at least two minutes after this remark there was such 
hubbub that nothing was clear and Blank was con- 
gratulating Dash on agreeing with him while Dash 
was denying any such motive. Finally Oldtimer re- 
stored order and said that he thought it was darn 
lucky that the commission was in the hands of such 
intelligent men, instead of the hide bound bureau- 
crats of the Eye See See. 

“Well,” said Blank, “it wouldn’t take much to be 
the best office in Washington. But I have the darn- 
dest time with those Securities men. The chief 
admitted to me that he had had no experience in my 
client’s business, and yet insisted that I do as he 
said in making up my statements. Everybody in 
that particular line of business treats inventories just 
that way; a whole trade can’t be wrong.” 

“That’s where you are wrong,” said Oldtimer. 
“The railroads felt the same way till the Eye See See 
came along and stopped them. Why until after nine- 
teen hundred I never paid for a ticket except for an 
unexpected trip. Given a half day’s notice I always 
got a pass.” 

“T’m a great deal younger than you,” said Dash, 
“but till IT was past six my family had an annual 
pass over the four track railroad, based on nothing 
but the fact that an uncle had a slight acquaintance 
with a senator.” 

“Tt comes down to this,” said Philo. “Those Ess 
Ee See men are real fellows. They don’t want to 
become bureaucrats. If the accountants and lawyers 
and engineers will play fair, they will always not 
only listen to reason, but give them a break. They 

want to set standards rather than rigid forms. It 
may be your client you just mentioned is right; or 
the trade is. But in that case, why play a lone hand? 
These matters are distinctly up to the trade associa- 
tions. Let them take care of anything as basic as 
that.” 

“Sure,” said the Kid. “Sure! But find me a trade 
association, with a dozen exceptions, that would do 
it; and one that could if it would. Chief concern 
of most of them is price fixing, Trade Commission 
or no. Secretaries are salesmen; more concerned 
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with collecting dues so their salaries are paid, than 
in fighting over accounting and tax principles that 
are mostly Greek to them.” 


“Well, some of the latest laws are just as much 
Greek to us,” said Law. “I swear, that without you 
accountants, I’d be lost. And even you don’t agree.” 

“That’s exactly what Blough is driving at,” said 
Oldtimer. “If we won’t or can’t set standards for 
ourselves and clients, then he will be forced to. And 
it seems that it’s up to us to get the trade associa- 
tions to cooperate. . 

“But my gosh!” exclaimed the Youngster. “Don’t 
you remember the N. R. A. codes? A separate code 
for the dry mop industry and one for wet mops; and 
even in such special trades, with few people i in them, 
there was never any real cooperation.” 

“Your boy is right, Oldtimer,” said Dash, “and 
yet I’ll be blessed if I see any other way out. What 
we've got to do is educate the trade associations.” 

“Well, I don’t care how many of them there are,” 
said Philo, “we can take care of them. Let our 
See Pee Ay Society contact all of them; and arrange 
in the course of the next year to have one of us speak 
at their meetings; and if possible have one of us 
on every directorate. It won’t take long to make the 
good ones realize that we can help them; and the 
others who spurn our aid, can fry in their own 
juices.” 

“Good idea, Philo,” said Oldtimer. ‘Youngster, 
remind me of that tomorrow, so I can bring it up 
before our directors.” 

sut listen,” said Law, “I hope you won’t object 
to a stranger from a different profession talking so 
much the first time he comes around. The Ess Ee 
See is relatively unimportant compared to taxation. 
Few corporations face the Commission; every cor- 
poration faces the Commissioner of Internal ‘Reve- 
nue. If you accountants can’t persuade your clients 
to kick to their congressmen instead of to us lawyers, 
we will never get rid of this tax burden.” 

“Cripes!” said the Kid. “It’s us who get the com- 
plaints. And I swear, not two days ago, in one place 
where I’ve been going for a year, I met a clerk who 
thought that I and my assistants were government 
men. Now how can you get cooperation from a 
client who lets ignorance like that prevail in his 
office?” 

“T don’t know,” said Philo, “and right now I don’t 
care. Because if you don’t mind, I want to tell about 
a little thing I saw this week in my uncle’s office. 
He’s a physician, and he had a magazine called Med- 
ical Economics on his desk. So I looked it over. 
Now some old editor once remarked that the only 
thing it was absolutely safe to attack editorially was 
the man-eating shark.” 

“Meaning what?” interrupted the Youngster. 

“That everything had, if not its good sides, at least 
some friends,” replied Oldtimer. And then Philo 
went on. 

“Well, you may recall the Tax Magazine for Feb- 
ruary had an article on the Treasury’s attitude 
towards exempt corporations, and the hardships and 
expenses it was causing good charities. Well, by 
golly, the medical paper came out in defense of the 
Treasury. ‘Never mind the trouble it causes your 
good hospitals,’ was the substance of the piece, “be- 
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cause the process will smoke out the false clinics 
which take our patients away from us.’ And my 
uncle agreed. Yet I understand that not one letter 
of protest from a tax man has been received.” 

“Interesting, all right,” said the Kid. “But will 
you look at the time!” 

“Right,” said Law. “I was just wondering if these 
lunches always lasted an hour and a half.” 

“Except in the tax season,” said Oldtimer, “they 
are likely to. But today was inevitable, being the 
first time we’ve had to relax after the coffee in over 
three months.” 

“Well, it certainly. has been a treat for me,” said 
Law. “And I don’t care if you do regard this shop 
talk as relaxation, I think it is darn good business, 
and bound to yield a profit.” 

“Kee-rect!” said the Kid. “Why else do you think 
we'd pay a dollar for a fifty cent meal?” And then 
he scrammed for the elevator with the rest at his 
heels. 

+ 2 


The Philosophy of an Accountant 


HILO, who is the composite character of out 
Shoptalkers who expresses the most philosoph- 
ical thoughts, has a pet theory that there is a cosmic 
balance sheet, or at least a trial balance. Some day 
he is going to write a book to demonstrate it. Mean- 
while, a British reader calls our attention to a piece 
in Punch for 17 March, page 282, in which a writer 
compares the world of the present with the past in 
terms of double entry bookkeeping. For example 
“Inquisitions and World Wars cancel out ; Debit the 
past, Plumbing not invented; Credit; I would look 
nice in doublet and hose.” And so forth in a whim- 
sical, but no less true, way. The physicists say “For 
every: action, there is an equal and opposite reac- 
tion; * Accountants say “For every debit, there must 
be an equal and opposite credit.” What do you say? 
* ok Ox 
The Herald Tribune of New York for April 4 con- 
tained this gem: 


A Tennessee bank owns a herd of Hereford bulls which 
it lends to farmers in the community for the improvement 
of livestock breeds. The printer of the bank’s statement 
could be forgiven quite properly if he were to list this 
asset as “bulls receivable.” 


The same issue also contained a tax article by 
A. Wilfred May, an economist. 
a a. 


The following paragraphs were submitted by 
Martin Kortjohn: 


In W. Somerset Matigham’s latest best seller “Theatre” 
one of the principal characters is Thomas Fennell. Tom 
is not only a lover of considerable accomplishments but 
also a chartered accountant of no mean ability. He seems 
to have a perfect genius for reducing British income taxes 
for. his influential friends and clients. 

Notwithstanding this skill, it is noted with considerable 
concern that his income is somewhere around the £400 
mark a year, and that his many clients other than Julia 
Lambert seem to be rather niggardly about paying for his 
valuable accounting and tax services. What also shocks 
us is to learn that the British tax regulations are so loose 
and flexible that a man in his early twenties can so easily 
master them. We had an idea that these regulations were 
if anything harder to meet than ours, but could such a 
thing be possible? 












































STATE JURISDICTION TO TAX 
DIVIDENDS AND STOCK 
PROFITS TO NATURAL 
PERSONS * 


Arthur Leon Harding, Professor of Law, 


University of Idaho 
25 California Law Review, March, 1937, 
p. 285-309 


The preceding portion of this article was 
devoted to defining and localizing the source 
of income derived from property; and to 
developing from decided cases and available 
analogies the proposition that income de- 
rived from property is taxable only in the 
state in which the source itself is subject 
to taxation. This concluding portion con- 
tinues the discussion of this doctrine of 
exclusive jurisdiction in the light of both 
theoretical objections and the decisions of 
the United States Supreme Court. 


Several objections have been raised to 
this thesis. They are as follows: 


(1) The courts are in fundamental error 
in applying to personal taxes the doctrines 
of jurisdiction devised to apply to taxes in 
rem. The argument leads to the proposi- 
tion that the courts are in error in assigning 
to any one place an exclusive jurisdic- 
tion to tax particular property or particular 
income. The next step is to deny the 
deleterious effect of duplicate taxation. The 
argument is that the state confers upon the 
individual resident therein many benefits 
other than those conferred in relation to 
property or income, and may tax the in- 
dividual in return for those benefits regard- 
less of where his property may be situated 
or whence his income may be derived. The 
argument justifies sales and use taxes, but 
is not believed to justify duplicate property 
taxes. It is a fact that in rem theories have 
been used to prevent what appeared to be 
duplicate property taxation in the guise of 
some sort of personal tax. There are some 
who believe that the Supreme Court will 
in the near future perceive and acknow- 
ledge the mistake, and will overrule this 
entire body of cases. The writer believes 
that these cases represent an evolutionary 
process which has yet to run its course. 

(2) The second argument is that the de- 
cisions are at variance with the doctrine of 
taxation in proportion to ability to pay; 
that the person’s ability to pay is properly 


Rev., 
15 Tax Magazine 4, p. 223. 


* Continued from 25 Calif. L. 


Jan., 
p. 139-169; 
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measured by the total amount of his prop- 
erty and income and is not concerned with 
where the property is situated and the in- 
come earned. This seems to answer itself. 
A taxpayer in state X, owning $100,000 in 
property in state Y, where it has been 
taxed, is not as able to pay a tax on this 
amount to state X, as is another taxpayer 
with the same amount of property in state 
X and not previously taxed. This ability to 
pay argument to support taxation at the 
domicil would be much more palatable if 
the domicil would allow the taxpayer 
credit against the domiciliary tax in the 
amount of the tax previously paid at the 
foreign situs or source. 

(3) The third objection is that to break 
up an inheritance and to tax each part at 
its respective situs, or to break up the in- 
come of an individual and to tax each part 
at its respective source, instead of taxing 
the entire estate or income at the domicil, 
is to eliminate the principle of progressive 
rates from inheritance and income taxation. 
There is some difference of opinion as to 
the ultimate desirability of progressive 
rates, but assuming that they are to be re- 
tained, it is not clear that taxation at the 
situs or source prevents their application. 
Maxwell v. Bugbee, 250 U. S. 525, is authori- 
ty for applying the progressive rate princi- 
ple, taking into account the size of the 
entire estate, even though only a portion 
thereof is within the taxing jurisdiction. 

(4) The fourth objection, with particular 
reference to income taxes, is that the courts 
have been concerned with immediate source 
rather than with the ultimate source or 
economic origin of the income. This is 
true. This hardly argues for taxation at 
the domicil of the owner. If we were to 
disregard immediate or superficial sources 
of income and look only to economic origin, 
we could tax the income of the debtor and 
permit the interest money on the debt to 
escape taxation altogether. We would tax 
the income to the corporation, and exempt 
the dividend to the shareholder. 

(5) Still another objection to the idea 
of exclusive taxing jurisdiction at the situs 
| or source is the difficulty of administration. 
The state of situs or source is required to 
resort to some sort of apportionment 
formula in order to estimate what part of 
the property or income is to be subject to 
local taxation. It is true that these formu- 
las do not operate with mathematical 
exactness. It is difficult to see how this ob- 
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jection supports a claim of right to tax the 


entire income at the domicil. It seems 
that these taxes should be collected by the 
United States and the return therefrom 
apportioned in part among the several 
States. It is not clear that such a plan is 
preferable to a plan which would permit 
each state to tax, to the extent that its own 
fiscal needs and financial policy dictate 
| those things and sources located within its 


/own borders, and would prevent duplica- 
tion elsewhere. 


Various state court decisions hold that 
a state cannot constitutionally tax a resi- 
dent upon rent received from property 
located in another jurisdiction. The battle 
is to be fought, however, in the Supreme 
Court of the United States. Here we find 
three pertinent decisions. Maguire v. 
Trefry, 253 U. S. 12; Lawrence v. State Tax 
Commission, 286 U. S. 276; and Senior v. 
Braden, 295 U. S. 422 


In the Lawrence case it was held that the 
state of Mississippi might tax to a resident 
taxpayer the profits derived from the per- 
formance of a road-buiiding contract in 
Tennessee. The reasoning of Mr. Justice 
Stone, who delivered the opinion, was as 
follows: 


(1) Domicil within the state, with ac- 
companying rights to invoke the protection 
of the state, constitutes a basis of taxation, 
and the state is unrestricted i in its taxation 
of domiciliaries “so long as the tax is im- 
posed upon property within the state or on 
privileges enjoyed there.” (2) “Taxation 
at the place of domicil of tangibles 
located elsewhere has been thought to be 
beyond the jurisdiction of the state; but 
considerations applicable to ownership of 
| physical objects located outside the taxing 
jurisdiction, which have led to that conclu- 
sion, are obviously inapplicable to the taxa- 
tion of intangibles at the place of domicil 
or of privileges which may be enjoyed 
there.” (3) Whether the state calls the tax 
an excise or property tax is immaterial in 
determining whether the property or privi- 
lege is within the jurisdiction of the taxing 
state. (4) The tax is founded upon the 
protection afforded the recipient of the in- 
come by the state in his person, in his right 
to receive the income, and in his enjoyment 
of it when received. (5) “It would be 
anomalous to say that although Mississippi 
may tax the obligation to pay appellant for 








his services rendered in Tennessee, still, 
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it could not tax the receipt of the income 
upon the payment of that same obligation. 


The writer concedes that domicil is a 
basis of taxing jurisdiction and that the 
legislative label on the tax is not con- 
clusive on issues of jurisdiction. With the 
other arguments he disagrees. The only 
conclusion possible from the cases is that 
situs in fact is to prevail over situs by fic- 
tion in all cases, tangible and intangible 
alike. In fact, the argument that the rules 
as to situs of tangible property had nothing 
to do with the power of the state to tax 
privileges exercised by its domiciliaries was 
qualified as early as 1903. 

It is clear that the protection afforded 
the person of the owner bears no particu- 
lar relation to the amount of his foreign 
property. It is clear that the cases do not 
tolerate so-called personal taxes actually 
measured by the out-of-state property. The 
second heading of protection set forth in the 
protection given the privilege of receiving the 
income. This, too, is doubtful. The protec- 
tion would appear to be given more at the 
source of the income. The third heading 
of protection, that of protecting the use 
and enjoyment of the income, seems to 
point in the direction of a consumption, 
use, or sales tax, rather than an income 
tax. Even if sustaining an income tax, it 
would indicate the nontaxability of income 
never brought into the domicil. The final 
step in the argument attempts to base the 
decision upon a theory of a source at the 
domicil: that the source of the income is 
the debt created by the construction con- 
tract and that this debt is taxable at the 


domicil. The “debt” is not the source of 
the income. The source is rather the 
actual work and labor performed in 


Tennessee. 


Maguire v. Trefry held that the state of 
Massachusetts could tax a resident cestut 
upon the income received from a trust of 
intangibles situated and administered in 
Pennsylvania. The basis of the decision 
was that the source of the income was the 
interest of the cestwi in the trust corpus, 
and that this corpus was intangible person- 
alty, with a taxable situs at the domicil of 
the cestui. This was perhaps true in 1920, 
but it is not true now. 


The Ohio statute involved in the case of 
Senior v. Braden provided for the assessment 
of ordinary personal property, bank de- 
posits and money on an ad valorem basis. 
On the same return the taxpayer was to 
list investments together with the income 
accruing therefrom. These investments 
were assessed for a tax of five per cent of 
that income. Plaintiff owned shares in 
seven real estate trusts, of the conventional 
type. The assessor at the plaintiff’s Ohio 


domicil sought to assess him on these trust | 


certificates and plaintiff sued to enjoin. The 
granting of the injunction by the trial court 
was ultimately affirmed by the United 
States Supreme Court. The decision seems 


to be that: (1) the cestui is an owner of the | 


cor . : 
pus of the trust; (2) when the corpus of Pe: Bemeion 


the trust consists of land, the interest of 
s cestui therein is not taxable at his domi- 
; (3) a tax upon the income from land is 
: effect a tax upon the land itself; there- 
tore, (4) a resident cestui is not taxable 
upon the income from a trust of foreign 
lands. 
An analysis of Senior v. Braden leads to 
this conclusion: The United States Supreme 
Court held in the Union Transit case, 199 








U. S. 194, that lands and chattels permanently | 


situated elsewhere are not subject to ad 
valorem taxation at the domicil. 


and chattels are not subject to inheritance 
taxation at the domicil. It now appears 
to be prepared to hold that the income 
accruing to the owner from these same 
properties is not to be taxed at the domicil. 
The domicil of the cestui of a trust consist- 
ing of intangible property appears to be 
cut off from any ad valorem or inheritance 
taxation, as in the case of a trust of foreign 
lands or chattels. 


May the domicil of a cestui tax him upon 
the income derived from the trust? Three 
arguments could be advanced to support 
this tax: (1) that the domicil of the re- 
cipient may tax him upon all income; (2) 
that the source of the income is the cestui’s 
equitable ownership in the intangible trust 
res and that the mobilia maxim gives this 
ownership a taxable situs at his domicil, so 
that the source of his income may be said 
to be at the domicil. The decision in the 
Maguire case was based upon this ground, 
but the Maguire case was decided at a time 
when duplicate taxation of such intangibles 
was freely permitted. (3) that the interest 
of the cestui is an equitable chose in action, 
assigned to his domicil for tax purposes as 
would be a debt. This argument seems 
entirely eliminated by the decision in the 
Braden case. The domiciliary taxation of 
the cestui’s income will therefore have to 
rest on the first ground mentioned. The re- 
jection by the Majority of Justice Stone’s 
minority opinion built upon this theory as 
enunciated in the Lawrence case would ap- 
pear to indicate that this broad proposition 
is no longer tenable, and that the Lawrence 
case, if it has any standing at all, must be 
restricted, as far as concerns income from 
foreign sources, to sources other than prop- 
erty. 


SUGGESTED MODIFICATIONS OF 
THE BAD DEBT PROVISION OF 
THE ae REVENUE 


Randolph E. Paul, Member of the New York, 
New Jersey, and Federal Bars 


22 Cornell Law Quarterly, February, 1937, 
p. 196-215 


The Federal Revenue Act provides: 


In computing net income there shall be allowed 
as deductions . Debts ascertained to be worthless 
and charged off within the taxable year (or, in the 
discretion of the Commissioner, a reasonable addition 
to a reserve for bad debts); and when satisfied that 
a debt is recoverable only in part, the Commissioner 
may allow such debt, in an amount not in excess 
of the part charged off within the taxable year, as 
a deduction. 


The above-quoted language is, in prac- 
tice, far from being as simple as it sounds. 
Its administration has been sprinkled with 
many question marks, many of which as 
yet have not been authoritatively answered. 

The Revenue Act provides that the as- 
of worthlessness must be 
“within the taxable year.” Worthlessness 
is a question of fact. It may be clear in 
some cases exactly when a debt becomes 


worthless, but in a majority of cases the | 


precise point of time when the worthless- 
ness occurs is far from certain. 
have developed the now familiar doctrine 
that there is a large discretionary element 
in the ascertainment of worthlessness. A 
considerable latitude or margin for the play 





It held in | 
the Frick case, 268 U. S. 473, that such lands | 





The courts | 
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of judgment is allowed under this theory 
to a taxpayer acting in good faith. 


The government’s contention is almost 
invariably that the debt claimed to have 
become worthless in the taxable year be- 
came worthless in a previous year—usually 
a year as to which the Statute of Limita- 
tions has run against credit or refund to 
the taxpayer, or a year in which the tax- 
payer had no income or was in a lower tax 
bracket, or a year in which the taxpayer 
could not comply with the requisite that 
he must have charged off the worthless 
debt on his books. On the other hand, the 
taxpayers are just as freely opportunistic 
about their claims of worthlessness. As- 
certainments of worthlessness have an un- 
canny way of fixing themselves upon years 
in which the taxpayers have considerable 
income which is subject to high surtax 
brackets and of avoiding years in which 
the taxpayer has no gross income against 
which to offset a worthless debt, and in 
which, therefore, there will be no use in 
taking the deduction. 


The Act requires as a condition of de- 
ductibility of worthless debts, a charge-off 
of the debt on the books of the taxpayer 
“within the taxable year.” A large propor- 
tion of the taxpayers do not keep books. It 
has therefore been necessary to invent a 
theory of informal charge-off where the 
taxpayer keeps no books. The Board of 
Tax Appeals and the courts have developed 
the fiction that a taxpayer keeping no books 
may eliminate all debts from his assets by 
a mental process tantamount to an admis- 
sion to himself that the debts ascertained 
to be worthless are no longer considered 
by him to be part of his assets. It has been 
held that such a subjective charge-off meets 
the statutory requirement. The courts and 
the Board of Tax Appeals have smuggled 
in the liberal doctrine that the phrase 
“within the taxable year” must be read in 
the light of modern business practice, so 
that where a debt is ascertained to be 
worthless within the taxable year, but the 
entry on the books is not physically made 
until the early months of the next year, the 
debt is nevertheless deductible. 


The Federal Revenue Act clearly con- 
templates that the creditor shall first obtain 
the approval of the Commissioner of In- 
ternal Revenue before he may be permitted 
deduction for a partially worthless debt. 
This provision has no compulsory language 
requiring the taxpayer to see partial worth- 
lessness as a deduction in any year. The 
statute seems to leave to the taxpayer the 
question whether he will seek a deduction 
for partially worthless debts in any year 
prior to complete worthlessness. The tax- 
payer would seem to have the privilege 
under this provision of abstaining from 
making a deduction on account of partial 
worthlessness until complete worthlessness 
transpires, with the result that he may or 
may not seek deduction; if he fails to do 
so, he is not precluded from seeking de- 
duction on account of complete worthless- 
ness established in a subsequent year, even 
though there might have been partial 
worthlessness in a prior year. The ques- 
tion is further complicated in the case of 
debts secured by collateral. Is a secured 
debt only partially worthless so long as 
the collateral has any remaining value, or 
is the difference between the face of the 
debt with interest and the value of the 
collateral the debt? 
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The Act provides for the deduction of 
losses “sustained during the taxable year.” 
Further on in the same section is the bad | 
debts provision. But the provisions are | 
wholly separate and the arrangement sug- 
gests the problem whether this loss pro- 
vision and the bad debt 


provision are 
mutually exclusive. The distinction be- | 
tween losses and bad debts may be im- 


portant enough in some circumstances to 
be decisive of deductibility. The problem 


has been acute as to the status of bonds. | 


After some hesitation, the decisions under 
earlier statutes turned in the direction of 
allowing 
under the worthless debts provision, as 
distinguished from the loss provision. Un- 


der the 1934 and 1936 Acts, the amount of | 


gain or loss recognizable depends upon the 
period of holding the capital assets sold or 
exchanged. 
a capital asset sold or exchanged is held 
previous to its disposition, the 


taken into account in computing net in- 
come. Moreover, the 1934 and 1936 Acts 
embody a 
ductibility of capital losses: they 
deducted only to the extent of “$2,000 plus 
the gains from such saies or exchanges.” 
On the other hand, a wholly worthless debt, 
if allowable as a deduction at all, is allow- 
able to the entire extent of the debt. These 
provisions accentuate the importance of 
the distinction between losses and debts. 


Taxpayers who sell debts may incur a| 


substantial risk under the 1934 and 1936 
Acts. The risk inheres in the possibility 
that the government may 
deduction is not allowable under the worth- 
less debt provision, but is covered by an 
exclusive capital gain and loss provision. 
If this contention should be sustained, the 
deductibility of worthless debts would be 
restricted to $2,000 plus gains of the tax- 


payer from sales or exchanges of capital | 


assets. If he has no such gains, he would 
be allowed the deduction of the debt, what- 
ever its amount, only to the extent of 
$2,000. The question here is whether the 
bad debt provision and the 
vision are mutually 
exaniple, 
ordinary loss provision of the 1918 law. 


exclusive, as were, for 


In 


view of the fact that the capital loss provi- | 
add any new items to the list | 


sion did not 
of deductible items, but merely limited the 
amount of the loss deductible in cases of 
capital items, it is safe to predict that the 
bad debt provision and the capital loss 


provision, as now constituted, will be held | 
exclusive, as the latter is | 


to be mutually 
merely an adjunct to the ordinary loss pro- 
vision. It follows that a taxpayer who at- 
tempts to secure a bad debt deduction, 
where he has made a sale of the debt in 
order to obtain proof of complete or par- 
tial worthlessness, may under this reason- 
ing lose a substantial part of the benefit 
Congress may have intended for him in the 
bad debt provision. 

The cases now under discussion with the 
Bureau of Internal Revenue, and coming 
to trial before the Board of Tax Appeals 
and the Courts, are cases in which the de- 
termination of worthlessness must be re- 
lated to an abnormal period of violent 
economic depression. The cases are almost 
completely 
depression in connection with determina- 
tion of lack of value. While the deducti- 
bility of bad debts is always a question of 
all the circumstances of a particular debt, 


| 
worthless bonds as a deduction | 


Generally speaking, the longer | 
smaller | 


will be the recognizable gain or loss to be 


severe limitation upon the de-| 
may be | 


claim that the | 


capital loss pro- | 


the bad debt provision and the } 


silent as to the effect of the | 
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there is a basis for guarded generalization 
| that debts which showed no renewed life 
in the returning prosperity of 1935 and 1936 
were by that token finally proved worthless. 


The following changes in the Act with 
regard to the deductibility of worthless 
debts are suggested. 
| 1. Omit the requirement that debts as- 
| certained to be worthless must be charged 


off within the taxable year. 


2. Make an exception to the usual stat- 


ute of limitations upon refunds and credits 
so that the taxpayer may claim credit or 
refund after the expiration of three years 
| after his return is filed or two years after 
| the tax is paid, whichever period ends last, 
and without reference to the regular stat- 
|ute of limitations as to the amount of tax 
| allocable to a bad debt deduction, where a 
| deduction for bad debts is denied for the 
taxable year on the ground that worthless- 
ness in fact occurred in a previous year. 

3. Coordinate more effectively the worth- 
less debt provision and the capital gain and 
| loss provision of the statute, so that the 
respective orbits of the two provisions are 
clearer than they now are, and so that it 
may be known definitely by taxpayers 
whether a sale of a debt will be treated 
|as a sale of a capital asset, and whether 
| the term “capital assets” is intended to 
comprise worthless debts. 

4. Eliminate the confusion now existing 
|as to partially worthless debts so that it is 
clear what is meant by the phrase “when 
satisfied that a debt is recoverable only in 
part” and so that there is no distinction 
between the treatment of wholly and par- 
tially worthless debts. 

5. Some or all of these changes might be 
made to some degree retroactive, particu- 
larly those which will facilitate determina- 
tions as to the worthlessness of debts 
during the depression. 





|THE ILLINOIS SUPREME COURT 
| AND THE RETAILERS’ OCCU- 
PATION TAX 


, Supervisor, Public 
Utility Revenue Division, Department of 
Finance, State of Illinois 


31 Illinois Law Review, February, 1937, 
p. 741-753 


The Retailers’ Occupation Tax Act is 
now the largest single source of state rev- 
|enue. Its administration is not expensive, 
| but it is difficult. The definition of a “sale 
at retail” used in the Retailers’ Occupation 
Tax Act is: “any transfer of the ownership 
of, or title to, tangible personal property 
to the purchaser, for use or consumption, 
and not for resale in any form as tangible 
personal property, for a valuable consid- 
|eration.” Section 2 of the Act reads: “The 
tax is imposed upon persons engaged in 
the business of selling tangible personal 
| property at retail in this state.” 

Under the rules and regulations as orig- 
inally promulgated by the Department of 
| Finance, it was held that the final sale of 
tangible personal property used in the con- 
| struction or repair of real property was 
made by the supply house to the contrac- 
| tor. The general rule is that when mate- 
rials owned by one person are united to 
materials of another by labor to form a 
joint product, the owner of the principal 
materials will acquire the right of property 
ito the whole by accession. If, therefore, 
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the principal materials belong to a building 
owner, it would appear that the contractor 
is conferring to the building owner title 
to real rather than to personal property. 
The court pointed out, in Bradley Supply 
Company v. Ames, 359 Ill. 162, that the rules 
in question related only to the Uniform 
Sales Act and did not apply to the Retail- 
ers’ Occupation Tax Act. The court said: 
“The definition of a ‘sale at retail’ (con- 
tained in this Act) is broad enough to 
cover the transfer of title made by a con- 
tractor who attaches tangible personal 
property to real estate. It is clearly 
a transfer of title for a valuable considera- 
tion.” It was therefore held that the De- 
partment’s ruling was incorrect, and that 
a sale made by a supply house to a con- 
tractor was a sale for the purpose of resale. 

The Department of Finance had declared 

in its original rules that sales of: 
Coal, coke, fuel oil, gas and other combustibles, 
whether in carload lots or in other quantities, to 
persons who use or consume such substances in 
producing other tangible personal property, or in 
rendering a service, constitute sales at retail within 
the meaning of the Illinois Retailers’ Occupation 
Tax Act, provided that such coal, coke, fuel oil, gas, 
or other combustibles, do not become a constituent 
component or integral part of the manufactured 
product. 

From this ruling, a group of companies 
which mine and sell coal to purchasers for 
consumption, appealed to the court. The 
court admitted that the complainants did 
sell a large percentage of their output as 
producers. But, lag seem to a previous 
decision, Winter v. Barreit, 352 Ill. 441, the 
court further oalniel out in the present 
case, Franklin County Coal Company wv. 
Ames, 359 Ill. 178, that an exemption of 
persons producing and selling their own 
product at retail would render the Act un- 
constitutional. Here again the court prop- 
erly held that the definition of a sale 
contained within the Tax Act must be the 
decisive factor in determining whether or 
not the sale is taxable. 


The third case in this group is Brevoort 
Hotel Company v. Ames, 360 Il. 485, wherein 
the Hotel Company appealed from a ruling 
of the Department which taxed the receipts 
from the sale of foods in restaurants and 
hotels. The court held that the Act in- 
cluded not only those reasonably classified 
as retailers or traders, but that the business 
of an innkeeper or hotel keeper was one 
within the Act and that the sale of a meal 
was a Sale within its definition. 


The case of People’s Gas Light and Coke 
Company v. Ames, 359 Ill. 152, shows the 
first tendency of the court to disregard the 
definition of sale contained within the Tax 
Act. It was the contention of the state that 
utilities companies were in the business of 
selling, and that water, gas and electricit 
sold was tangible personal property. The 
court refused to pass on the question of 
whether public utilities companies were in 
the business of selling, and whether tangi- 
ble personal property was sold, merely 
finding that it was not the intention of the 
legislature to include public utilities within 
the measure of the tax. The first Retailers’ 
Occupation Tax Act was declared void un- 
der the uniformity clause of the state con- 
stitution because it exempted from the 
scope of the tax the sale of agricultural 
products by the producers thereof and the 
sale of motor fuel. But in the People’s Gas 
case, the court itself has exempted persons 
from the operation of the Act who may be 
engaged in the business of selling tangible 
personal property for usc or consumption. 
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During the tollowing term, J. A. Burgess 
Company v. Ames, 359 Ill. 427, was decided. 
The court repeated the principle of the 
Bradley case, that it was unnecessary to 
construe the statute of frauds section of 
the Uniform Sales Act, in as much as the 
Tax Act contained its own definition of a 
sale. But the court now held that this defi- 
nition was not sufficiently broad to cover 
receipts of photographers, photo-finishers, 
photostat and blueprint producers. The 
case seems to hold that tangible personal 
property transferred to a purchaser for use 
or consumption must be valuable not only 
to the purchaser but to the world in general 
before such transfer comes within the Tax 
Act. How, one may well ask, can the Brad- 
ley and Burgess decisions be reconciled? 

In two recent cases, A. B. C. Electrotype 
Company v. Ames, 364 Ill. 360, and Adair 
Printing Company v. Ames, 364 Ill. 342, the 
court, on the authority of the Burgess case, 
held that job printers and electrotypers do 
not come within the Act. It would appear, 
therefore, that the taxable tangible prop- 
erty transferred to a purchaser for use or 
consumption, must have commercial value, 
not only to the purchaser, but to the world 
in general. This amounts to the applica- 
tion of the statute of frauds section of the 
Uniform Sales Act to the Retailers’ Occu- 
pation Tax Act. 

The first line of cases confines itself to 
the Tax Act and considers only whether 
3 transfer of tangible personal property is 
made for use or consumption. The second 
line of cases, on the contrary, seems to 
hold that the definition within the Act 
itself must be read in conjunction with the 
statute of frauds section of the Uniform 
Sales Act. There are at least four good 
reasons why the court should overrule the 
Burgess, A. B. C. Electrotype and Adair 
Printing cases, and adopt the broad con- 
struction: (1) The court could then ignore 
the Uniform Sales Act and consider only 
the definition contained in the Tax Act. 
(2) It would then be unnecessary to de- 
cide whether the statute of frauds section 
of the Uniform Sales Act or the English 
rule governs transactions under the Retail- 
ers’ Act. (3) Several uncertain questions 
of legislative intent would be avoided. 
(4) Anyone who regularly transfers tangi- 
ble personal property to a user or con- 
sumer for a consideration would know that 
he comes under the Act, greatly simplify- 
ing the promulgation of rules and regula- 
tions, and reducing litigation. 


VOLUNTARY TRUSTS AND FED- 
ERAL TAXATION 


Coleman Silbert, Member of the Massachu- 
setts Bar 


17 Boston University Law Review, Janu- 
ary, 1937, p. 1-36 


Recent increases in Federal income and 
estate taxes have caused many taxpayers 
to seek legal methods of avoiding the full 
impact of these taxes. The statutory pro- 
visions subjecting a grantor of a trust to 
liability for the income of the trust differ 
Irom those which determine whether the 
Property of the trust will be part of his 
taxable estate upon his death. 

_ The insertion of a provision in the trust 
instrument reserving either to the grantor 
or to any person not having a substantial 
adverse interest in the trust or to both the 
power to revest in the grantor title to any 








part of the trust property will result in the 
income of such part of the trust being tax- 
able to the grantor. It is not necessary 
that such provision be expressly set forth. 
It may be implied from the provisions of 
the trust relating to the control of the 
grantor over the trust property. A power 
to remove the trustees and thus to termi- 
nate the trust is considered the same as the 
power to revest title in the grantor. The 
trust property will be considered part of 
the grantor’s estate if it is “subject at the 
date of his death to any change through the 
exercise of a power (in whatever capacity 
exercisable) by the decedent alone, or by 
the decedent in conjunction with any other 
person (without regard to when or from 
what source the decedent acquired such 
power) to alter, amend, revoke, or termi- 
nate...” To escape this tax and not to 
fall within this latter clause, the grantor 
may not reserve the right to determine who 
the beneficiaries of the principal shall be 
nor in what proportions they shall receive 
the principal of the trust, even though he is 
excepted. A reservation of power, how- 
ever, in the grantor to terminate the trust 
with the consent of all of the beneficiaries 
will not affect the tax status of the income 
or of the principal, as this power would be 
implied even if no such express provision 
were made. 

If under the terms of the trust the in- 
come may revert at any time to the grantor, 
it will be taxable to the grantor. If the 
income of the trust may be used to pay the 
debts of the grantor, it will be taxable to 
him. Thus, if a trust is set up by a grantor 
the income of which is to be used to pay 
alimony to his divorced wife, the income 
will be taxable to the grantor. A trust may 
be established for a wife, however, and it 
will not be deemed to be in discharge of 
the legal obligations of the husband. The 
grantor will not be taxable on the income 
of such a trust. 

Chief among the conditions which a 
grantor may wish to attach to the estate 
of the beneficiary is one making the lat- 
ter’s estate conditional upon his surviving 
the grantor, with a reverter to the grantor 
if he does not. In Helvering v. St. Louis 
Union Trust Company, 296 U. S. 39 and in 
Becker v. St. Louis Union Trust Company, 
296 U. S. 48, it was held that property so 
transferred was no longer an interest of the 
grantor and was not subject to the Federal 
estate tax. The amendments of 1931 and 
1932 make no specific reference to such a 
condition. The regulations, however, pro- 
vide that such estates are taxable. The 

3oard of Tax Appeals has decided that 
such estates are still not taxable. 

In Massachusetts, not only may income 
of a trust be made exempt from claims of 
creditors, but the same provision may be 
made in the case of remainders. This rule 
will be followed in determining to whom 
the income or the principal belongs. The 
insertion of “spendthrift clauses” will not 
of themselves cause the trust to be consid- 
ered the property of the grantor. 

The grantor may constitute himself the 
sole trustee and may exercise all the 
powers which another trustee may exer- 
cise. Apparently he may not, however, 
provide against his removal. Presumably the 
grantor could provide that if he were removed 
as trustee the trust should be terminated 
and the property restored to the grantor. 
However, such a limitation on the duration 
of the trust in effect puts the existence of 
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the trust within the control of the grantor. 
The corpus of the trust would be consid- 
ered to be the property of the grantor and 


its income would be taxable to him. A 


provision less destructive of the trust or 


its tax saving purpose is that successor 


trustees are to be appointed by the grantor. 


In the case of a voluntary trust, where 
the grantor is the trustee, Massachusetts 


decisions require that notice be sent to the 
beneficiaries. There are several decisions 
of the Board of Tax Appeals to the effect 
that no notice to beneficiaries is required. 


It probably is not required that the bene- 
ficiary be informed of the contents of the 
trust instrument, but it is necessary that 


he assent at least impliedly to the instru- 
ment. The Massachusetts decisions do not 


indicate what notice is necessary to minor 
children. A notice, however, sent to a 
minor in care of the legal guardian pre- 
sumably will comply with the Massachusetts 
rule. 

The trust res may be any adequately 
defined subject. It must, however, be 
capable of being assigned by the grantor. 
It is important for tax avoidance that the 
trust instrument make clear that a separate 
trust is established for each beneficiary. 
The maximum tax benefit will thus gen- 
erally be obtained. The intention of the 
grantor in this respect will prevail and 
the explicit provisions of the trust instru- 
ment will be followed in determining tax 
liability. 

The trust instrument may validly provide 
that the trustee shall have the same powers 
of investment in dealing with the trust 
property as if it were his own property, and 
that the trustee shall not be held liable for 
any loss with respect to any investment 
made by him or act done in good faith. 
Even under such a broad clause he will, 
however, be held liable for losses due to 
his fraud. 


Where the business which is sought to be 
placed under a trust is conducted in the form 
of a corporation, no legal difficulty gen- 
erally arises with respect to the trust res. 
Shares of stock may be the subject of a 
trust. No change in the tax status occurs, 
however, if the owner of the stock merely 
assigns the right to the dividends and re- 
tains ownership of the stock. Such legal 
difficulties as are presented arise in part if 
the grantor, either alone or with a few 
associates, controls the corporation. In 
Kerr v. Crane, 212 Mass. 224, the Massa- 
chusetts court was called upon to decide 
as to the validity of a trust of a contingent 
interest within the control of the grantor. 
A member of a fraternal organization had 
taken out a benefit certificate in which he 
made a cousin his beneficiary. The bene- 
ficiary agreed with the member and with 
the plaintiff to hold the proceeds of the 
certificate for the benefit of the plaintiff. 
The member died and the heirs of the 
member objected to the beneficiary collect- 
ing and paying the money to the plaintiff. 
The court, in upholding the trust, said: 

This trust was sufficiently executed by the delivery 
of the certificate to the plaintiff and the promise 
of the beneficiary to pay the prospective fund to the 
plaintiff upon its receipt. No doubt all this rested 
upon a merely contingent foundation and might have 
been avoided by the member in his lifetime, through 
the appointment of a new beneficiary; but this was 


not done, and the rights of these parties are not 
now affected by that past contingency. 


It would seem that Kerr v. Crane is also 
authority for the proposition that a valid 
trust may be established of shares of stock 
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grantor. 


Anderson v. Bean, 272 Mass. 432, dealt 
with a trust of shares of a close corpora- 
tion which two persons controlled. One 
of these persons died and left by will his 
half interest in trust to his associate stock- 
holder for the benefit of named benefi- 
ciaries. The court refused to disregard the 
corporate fiction because of the fact that a 
trustee owned half the stock in his own 
right and owned the other half as trus- 
tee, and was thus in absolute control of 
the corporation. 

Clauses as to valuation of shares found 
in corporate charters may be thought to be 
a factor in determining the tax status of 
the stock or the dividends thereon. A com- 
mon provision is that a stockholder who 
desires to sell must first offer his stock to 
the corporation at a price to be determined 
by arbitration. As the grantor trustee in 
the case of the close corporation controls 
the corporation, and the directors are or 
may be his nominees, it may be argued that 
in this situation the grantor controls the 
price of the stock and virtually controls 
what constitutes the trust res. But cer- 
tainly in the absence of any definite clause 
to the contrary in the trust instrument, the 
grantor and the other directors will be 
held to the obligations of fiduciaries and 


Such a clause as to valuation would not 
render the income of such shares held in 
trust taxable to the grantor. 

Partners have tried many unsuccessful 
means to cut down their taxes on earnings 
derived from the partnership. An assign- 
ment of the earnings of the partnership 
by a partner will still leave the earnings 
taxable to the partner. An assignment of 
the partnership interest also fares no bet- 
ter. The introduction of partners with a 


the partners are merely nominal and con- 


Court Decisions 


the price declared must not be inadequate. | 


| prove successful. 
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to the trust method does not necessarily 
Thus a declaration of 


'trust of the profits of the partnership will 
| not be legally sufficient to divert taxes from 


| the partner. 


| whose efforts it was produced. 


| 





Nor will a trust of a partner- 
ship interest serve the desired purpose 
where the other partners had not consented 
to the change, and the trust was ignored 
by the partnership in its dealings. 

An assignment of future earnings of sal- 
ary will not serve the purpose of making 
such income taxable to the assignee. It 
will be taxable to the assignor through 
As owner 


| of an individual business, however, an indi- 


vidual may, as in the case of a partnership, 
declare a trust of a percentage of his busi- 
ness for the benefit of others. An alterna- 
tive method would be to declare a trust of 


ithe entire business for the benefit of the 
| grantor and the other beneficiaries. 


The 
accumulated earnings would be taxable to 
the trust and would thus make possible a 
division of the earnings for the purpose of 
taxation, but not to so great an extent as 
in the case of several separate trusts. 

The establishment of an irrevocable trust 


|to beneficiaries constitutes a gift to them. 


All present gifts in excess of $5,000 annu- 
ally to any one person, are reportable. 
All gifts of future interests are reportable 
regardless of size. It is important to de- 
termine whether an interest under a trust 
is a present or future interest. The gov- 
ernment contends that a clause permitting 
the trustee to accumulate the income ren- 
ders the interest of the beneficiary a future 
interest, although it be one in fee and no 


|estate precedes that of the beneficiary in 


question. The Board of Tax Appeals has 
rejected this contention. 

Taxpayers who conduct businesses as 
individuals do so in part because they do 


share in the business will be of no avail if |no wish to be subject to the Federal Cor- 
Many trusts have been held | 


poration Tax. 


in a corporation which is controlled by the |tribute neither capital nor service. A resort | 
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to be associations subject to the corpora- 
tion tax. Although it may frequently be 
difficult to determine whether the trust will 
be taxabie as a trust or subject to the Fed- 
eral Corporation Tax, nevertheless, the 
earmarks of the voluntary trust which is 
not to be classified as an association, should 
be apparent. 

A gift fully complete and not in contem- 
plation of death may not be included in 
the taxable estate of the grantor if it was 
not so taxable when made. Prior gifts 


|have been held taxable on two grounds: 


first, where the grantor has retained con- 
trol over them, and second, where the 
death of the grantor can be said to be the 
generating source of the change in title. 
In such cases, estate taxes might be retro- 
active. Income tax provisions will be de- 
clared arbitrary and in violation of duc 
process not on the ground of retroactivity, 
but rather because the tax bears no proper 
relation to the taxpaver. 


CASE COMMENT 


What Is Taxable Income.—Subscriptions 
to shares of the taxpaying corporation’s 
capital stock were made under agreements 
whereby the subscribers paid a portion of 
the subscription price in cash and agreed to 
pay the balance in installments, the stock 
to be issued upon payment in full. Upon 
failure of certain subscribers to meet their 
payments, the amounts paid on account 
were forfeited to the corporation in com- 
pliance with the law of tlie state of its or- 
ganization. For the tax paid on these 
amounts, which were included in the tax- 
payer’s return as gross income, the corpo- 
ration now seeks a refund. Held: The 
amount so forfeited was capital and not 
taxable income. Realty Bond & Mtge. Co. 
v. United States, 16 F. Supp. 771. Discussed 
in 50 Harv. L. Rev., Feb., 1937, p. 697. 





Interest—When Allowed—Counterclaim.—N o interest is 























Supreme Court 


Constitutionality—National Firearms Act.—Sec. 2 of the 
National Firearms Act is constitutional—U. S. Supreme 
Court, in Max Sonzinsky v. The United States. No. 614. 
October Term, 1936. 

Affirming Circuit Court of Appeals for the Seventh Cir- 
suit, 86 Fed. (2d) 486, reported at 364 CCH { 9506, which 


affirmed, on this issue, District Court decision. 


Exemptions — Compensation — Municipal Waterworks 
Engineer.—Asserting that the “conservation and distribu- 
tion of water in sufficient quantity and in a state of purity 
is as vital as air,” the Court holds that “municipal water 
works created and operated in order to supply the needs 
of a city and its inhabitants are public works and their 
operations essentially governmental in character.” The 
charge for water (comparable to a charge by the Federal 
Post Office Department) is a charge for rendering a serv- 
ice and not for selling a commodity, and therefore does 
not stamp the function as proprietary in character. Hence, 
the salary paid to the chief engineer as an employee of 
the Bureau of Water Supply of the City of New York in 
1931 is exempt from Federal income tax. Concurring and 
dissenting opinions filed.—U. S. Supreme Court, in Wm. 
Whitlock Brush v. Commissioner of Internal Revenue. No. 
451. October Term, 1936. 

Reversing Circuit Court of Appeals, Second Circuit, 85 
Fed. (2d) 32, reported at 364 CCH 79417, which affirmed 


Board of Tax Appeals memorandum decision. 


allowed the Government on a counterclaim (for 1918 Fed- 
eral income and war profits taxes) against petitioner’s 
claim under a Government contract upon which no interest 
was allowed by the court. Under Section 250 (e) of the 
1918 Act, interest is allowable only from the date of notice 
and demand for the taxes. The findings of the lower 
court, when considered in connection with the pleadings 
and the opinion, show that section 250 (e) was not com- 
plied with.—U. S. Supreme Court, in American Propeller & 
Mfg. Co. v. The United States. No. 605. October Term, 
1936. 

Reversing Court of Claims opinions, 14 Fed. Supp. 168 
and 17 Fed. Supp. 215. 

Transfer of Corporate Assets—Non-taxable Gain.—The 
“ultimate finding” by the Board on the basis of which it 
held that a certain reorganization was not exempt under 
Sec. 202 (b) of the 1918 Act was a conclusion of law or a 
determination of a mixed question of law and fact and sub- 
ject to judicial review on which the Court may substitute 
its judgment for that of the Board. The Court holds that 
no taxable gain resulted to the Tex-Penn Oil Co. from a 
transfer of its assets to Transcontinental for stock of the 
latter company which was issued to stockholders of Tex- 
Penn. An amount of $350,000 paid to Tex-Penn by Trans- 
continental for payment by Tex-Penn of its own debts was 
not additional cash received by Tex-Penn and did not 
remove the transaction from exemption under Sec. 202 (b) 
of the 1918 Act. This amount was subtracted from the 
consideration paid by Transcontinental in acquiring the 
individually owned interests of Tex-Penn stockholders for 
cash. 


(Continued on page 304) 
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Extracts from tax calendars in The Corporation Trust Company's Corporation Tax Service, 
published by Commerce Clearing House, Inc. 


ALABAMA 


First Monday in June 
Property Taxes: 
tion of the work of reviewing and adjusting 
assessed valuations by the board of review, the 
tax assessor is required to give notice by pub- 





lication once a week for three consecutive weeks | 


that the assessed valuations of all property have 
been fixed and that the board of review will sit 
at the court house of the county on this date to 
consider protests. 
June 20—— 

Coal and iron ore mining monthly 
tax due. 

Gasoline tax—Monthly report and tax due. 

Lubricating oils tax—Monthly report and tax due. 

Sales tax—Monthly return due and tax payable 
on or before this date. 


reports and 





ARIZONA 
June 1 
Annual registration fee and report due during 
June. 


First meeting of county board of equalization. 
First Monday 


— property tax returns to Tax Commission 
ue. 


Tax Commission assesses railroad property. 





Telephone and telegraph company property tax | 


returns due. 
Telephone and telegraph company 
sessed by Tax Commission. 
June 5 
Alcoholic beverage licensees’ report due. 
June 15. 
Gasoline distributors’ and consignees’ reports and 
taxes due. 
Gross income tax report and payment due. 
Motor vehicle carrier report and tax due. 
Second half of income tax due. 
June 20——— 
Gross income tax delinquent. 
Motor vehicle carrier report and tax delinquent. 
June 25—— 
Motor fuel carriers’ report and any tax due, 
June 30—— 
Annual registration 
June. 
Contractors’ license fees due. 
Employment agency license fees due. 
Express company reports due between this date 


property as- 








fee and report due during 


and Sept. 1. 
Private car line property tax returns due between 
this date and Sept. 1. 
ARKANSAS 
June 1 





Each person in the State required by law to list 
property must make out and deliver to the 
assessor, verified by his oath or affirmation, a 
list of all moneys and certificates and circulating 
notes in his possession or under his control on 
the first day of June of each year, etc. 

First Monday. 

All taxes assessed are a lien upon and bind the 
property assessed from the first Monday in June 
of the year in which the assessment is made. 





Immediately upon the comple- 


| 





Merchants are required to take the average value 
of property in their possession or under their 
control during the year immediately preceding 
the first Monday in June of the year in which 
the assessment is made, etc. 

Taxes are a lien on the property from the first 
Monday in June of the year of assessment but, 
as between grantor and grantee, the lien at- 
taches on the first Monday in January thereafter. 

June 15 

Monthly sales tax report and remittance due. 

June 30—— 

All fees prescribed are for each calendar year 
provided that registration of license upon which 
they are based is issued prior to June 30. 

If motor vehicle registrations and licenses are 
issued after June 30 and prior to September 
30, the charge is one-half of that for the calen- 
dar year. 

Notice for transportation companies to make prop- 
erty tax returns by the 31st day of July next 
following are made annually by the assessor on 
or before June 30. 

Permits for the sale of tobacco and tobacco prod- 
ucts expire June 30 next ensuing date of 
issuance. 

The assessor is required, annually, at least 10 
days before the thirtieth day of June, to deliver 
to the president, secretary, accounting officer 
or agent of any such company, corporation or 
association located in or doing business in such 
county a notice in writing to return property 
schedule by the thirty-first day of July next 
ensuing. 





CALIFORNIA 


June 1—— 
Collection agencies’ 
license due. 
Gasoline tax due; distributors required to make 
physical inventory. 
Last day to file taxpayer’s statement to avoid 
arbitrary assessment for property taxes. 
Motor vehicle registration and Seemee fees reduced 
to 7/12 of annual rate. 
June 5—— 
Fish packers’ monthly report due. 
June 8 
On or before June 8 delinquent list for property 
taxes is published. 
June 10—— 
Alcoholic beverages (manufacturers and 
ers) monthly report and tax due. 
Cattle transporters’ monthly reports due. 
Horse, mule or burro transporters’ monthly reports 


application for renewal of 





import- 


ue. 
Kelp monthly report due. 
Kelp privilege tax due. 
Petroleum and natural gas companies’ monthly re- 
ports due. 
Third Monday before the First Monda 
Board of Review for petroleum an 
severance taxes convenes. 
June 15 
Gasoline distributors’ returns due. 
Tax sales for property taxes begin 21-28 Days 
After Publication of Delinquent List, Which 
Must Be Published On or Before June 8. 
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of July—— 
natural gas 











June 30 
Agricultural, mineral 
license fee due. 
Imitation dairy products monthly report due. 
Slaughter house monthly report due. 
Structural pest control operators’ license fee due. 





and commercial fertilizer 





COLORADO 
June 


Employment agencies must file a report with the 
deputy state labor commissioner monthly. 

June 1 
Intercounty corporations who wilfully fail or re- 

fuse to file the required property tax returns 
beyond this date will incur a penalty. 

June 10 
Class A private carriers must file a report and 

pay tax for preceding month, on or before this 
ate. 

Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or before 
this date. 

June 15 
Coal mine owners’ reports due on this date. 
Retail sales tax return and tax due. 

Use tax return due. 

June 20—— 

Class A private carriers notified of tax due, on or 
before this date. 

Motor vehicle carriers notified of tax due, on or 
before this date. 

June 25 
Coal mine owners’ royalty tax due on or before 

this date. 

Gasoline distributors’ statement to state oil in- 
spector due on or before this date. 

Gasoline tax due on or before this date. 

Report of motor fuel deliveries made during the 


preceding month required of all common carriers 
on or before this date. 

















June 30 
Fruit shippers’ licenses expire on this date each 
year. 
CONNECTICUT 
June 1—— 


Assessment date and lien date in Greenwich and 
New Haven. | 
Gasoline station license fees due. 
Gasoline tax due from distributors. 
Shell-fish ground and franchise assessment date. 
June 10 = ’ 
— distributors’ monthly (inventory) reports 
ue. 
Theatre reports due. 
June 15- at 
Gasoline distributors’ reports due. 
New Britain, last day to pay property tax. 
Railroad and street railway tax, first installment, 
due. 
June 25—— 
Application to Board of Equalization for hearing 
on electric, gas, power and water corporation 
assessments due. 
June 30 


a distributor’s monthly (inventory) report 
ue. 
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DELAWARE 
June 1— 
Annual statement of express companies, telegraph 
companies, and telephone companies due. 
sranch stores license fee and application due and | 
payable without penalty to June 30. 
General occupational licenses expire. 
Kent County property taxes payable. 
Last day for completion of school tax assessment | 
in Wilmington. 
License to sell deadly weapons expires. 
Manufacturers’ license fees and applications due 
and payable without penalty to June 30. 


Merchants’ license fees and applications due and 
payable without penalty to June 30. 

Monthly alcoholic beverage report due. 

Optometrist’s license expires. 

Peddlers’ license expires. 

Peddlers’ and hucksters’ licenses for New Castle 


County expire. 

First Monday 

Gross receipts tax on steam, 
panies due. 

June 15 
Gasoline filling station report due. 
Last day to file alcoholic beverage 

June 30 
Alcoholic beverage licenses expire. 
branch store license fee delinquent. 

Filling station dealers’ licenses expire on this date 

Gasoline distributors’ licenses expire on this date. 

Gasoline tax report and tax due. 

Junk dealers’ licenses expire. 

Last day upon which to pay franchise taxes with- 
out interest. 

Licenses for manufacture of 
erages expire. 

Manufacturers’ 

Merchants’ 


gas and electric com- 


report. 


non-alcoholic bev- 


license fee delinquent. 
license fee delinquent. 

DISTRICT OF COLUMBIA 
June—First Monday—— 








Last day to file complaints with the Board of 
Equalization and Review. 
June 10 
Alcoholic beverage statements due. 
June 30 
Monthly gasoline tax report and tax due. 
FLORIDA 
June 10—— 
Gasoline inspection fees and report due. 
Lime kiln reports and fees due. 
June 15—— 
Chain store monthly reports and gross receipts 
taxes due. 
Gasoline sales and storage reports and taxes due. | 
June 30—— 
Auto transportation company mileage tax reports 
due. 
Fresh water fish dealers’ reports due. 
GEORGIA 
June 5—— 


Reports of dealers and distributors of oysters and June 1 


shrimp due. 
June 15—— 


Second installment of income tax on calendar year 


basis due. 
June 20 
Gasoline reports and taxes due. 
June 30—— 
Carbonic acid ,8as report and tax due. 








tg carriers’ monthly report due. 
IDAHO 
June 10—— 
Beer excise tax report due. 
Monthly report of dealers in dairy product sub- 
stitutes due. 
June 15- 
Electric light and power companies’ report and 


kilowatt tax due. 
Gasoline dealers’ reports and tax due. 
Report and license tax of electric generating com- 
panies due. 
Retail sales tax and return due. 
Fourth Monday— 
All persons claiming 
tools, farm 





mechanics’ 
goods, etc. 


for 
household 


exemptions 
machinery, 


from property taxation are required, on or before | 
this date each year, or on the day of assessment | 
to file with the county | 


2d Monday of January), 
assessor sworn claims for such exemptions. 

County assessor must assess all real property be- 
tween the 2nd Monday in January and the 
4th Monday in June. 


Orphans, soldiers, sailors, etc. claiming exemp- 
tions from property taxation are required to 
appear each year before the County Board of 


Equalization between this date and the 4th Mon- 
day of July, and each person claiming such 
exemption must under oath give full and com- 
plete information of his financial status to such 


| 


| First Monday 


| June—First Monday 
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3oard and shall make true answers to all ques- 
tions propounded touching his right to exemp- 
tion. 

Second half of all taxes extended on real prop- 
erty assessment roll must be paid to county 
treasurer prior to this date. 

The Board of County Commissioners of each 
county in Idaho is required to meet as a Board 
of Equalization on this date each year for the 
purpose of equalizing the assessment of property 
on the real property roll, and to hear complaints 
in regard to the assessment of such property, 

and allow or disallow exemptions claimed. 

June 30- 
At the time of filing a certified copy of the articles 

of incorporation of any corporation, when filed 
on or between the ist day of April and the 
30th day of June, a sum equal to one-fourth of 
the annual license tax shall be paid. 








| 


Gasoline dealers’ license expires on this date | 
annually. 
ILLINOIS 
June 1 y 
Commission merchants’ applications for license 


and annual fee due. 

First installment of real property taxes remaining 
unpaid upon this date bear interest, except in 
Cook County, the delinquent dates 
are tabulated at the end of this calendar. 

First Monday 








St. Clair County Board of Assessors meets for 
purpose of revising real property assessment. 
June 5—— 
Cold storage warehouse monthly report of food 
held in storage due. 
Third Monday 
Boards of review outside of Cook County meet. 


St. Clair County Board of Assessors meets for 


purpose of revising personal property assessment. 
June 15 
Alcoholic beverages tax return of manufacturers 
and importing distributors due between Ist and 
15th of each month. 
Petroleum products inspection fees for April due. 
Retailers’ occupation (sales) tax reports and taxes 
due. 
June 20—— 
Last day for distributors of motor vehicle fuel to 
make monthly return and to pay tax. 
Last day for non-distributors to file monthly motor 
vehicle fuel reports and to pay tax. 
Last day for registered brokers to make return of 
sales of motor fuel. 
June 25 
Last day to file objections to 
chise tax. 
June 30 
Fur-bearing 
due. 
Game breeders’ 








assessment of fran- 





animal breeders’ annual license fee 

annual license fee due. 

Last day for carriers to file monthly 
motor fuel deliveries. 


Taxidermists’ licenses expire on this date. 


report of 


INDIANA 





Employment agency reports due. 
Nursery stock inspection certificate expires. 
Semi-monthly payment of excise taxes on 


malt 
products and alcoholic beverages due. 








County Boards of Review meet. 
June 10 

Petroleum oils inspection fees due. 
June 15 





Bank and trust company reports due. 
Common carriers’ gasoline reports due. 
Imitation condensed milk tax due. 
Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 
June 20 
Bank and trust company taxes, and building and 
loan association reports and taxes due. 
June 25 
Gasoline dealers’ reports and tax due. 
Ten Dy s Before First Tuesday After First Monday 
uly. 
PF a cme “for revision of assessments of public 
utilities required 10 days before second meeting 
on first Tuesday after first Monday of July. 
June 30 
Livestock buyers’ 














licenses expire. 


IOWA 





Freight line and equipment companies file prop- 
erty tax report with State Board of Assessment 
and Review annually on or before this date. 

Freight line and equipment and car companies file 
annual financial report with Board of Railroad 
Commissioners on or before this date. 

June 30 

Emplovment Offices: 
this date. 





License expires annually on 


for which | 





May, 1937 





KANSAS 
June 1 
City amusement licenses expire. 
Commission merchants’ (farm produce) applica- 


tions due. 
Nursery stock inspection certificates expire. 
First Monday 
Tax Commission meets to assess gross receipts of 
express companies. 
First Week 
Public warehouses required to publish schedules of 
rates. 
June 10—— 
Oil inspection reports due. 
June 15—— 
Local express company ageuts required to report 
if company fails to do so. 
Motor carrier reports and 
taches. 
June 19 
Car company property tax returns delinquent. 
June 20 
Authority of Tax Commission to correct clerical 
errors expires. 
Second installment of property taxes delinquent. 
June 25 
Gasoline reports and taxes due. 
June 29 
Corporations subject to forfeiture of charter or 
revocation of authority 90 days after time for 
filing franchise tax reports and paying fees. 
June 30 
All second class city 
theatres, and other 
date or December 31. 
Bonded warehousemen’s licenses expire. 
Mussel licenses expire. 








fees due and lien at- 

















licenses except for shows, 
exhibitions expire on this 


KENTUCKY 

June 1 
First half of ad valorem taxes in cities of second 

class due. 
Taxes due in cities of third class. 

June 5 
Employment agency reports due. 

June 10 
3reweries and manufacturers of beer and wine file 

monthly report and pay barrel tax on this date. 
Monthly alcoholic beverage report of hotels, res- 
taurants and clubs due. 
Monthly excise tax report of blenders and recti- 
fiers of distilled spirits and excess tax due. 
Refinery monthly report due. 

June 15 
Motor carrier operators’ reports due. 
Motor carrier mileage tax due. 

June 20 
Crude petroleum transporters’ monthly report due. 
Oil production tax due. 

June 30 
Alcoholic control permits expire. 

seer and wine license expires. 
Gasoline reports (except refinery 
taxes due. 
Slaughter house reports due on this date or within 
20 days thereafter. 




















reports) and 








LOUISIANA 
June 5 
Wholesale fish dealer’s report due. 
June 10 
Monthly report of oyster vessels due. 


Parish gasoline tax reports and tax due. 
Reports of imported gasoline due. 

Reports and tax on imported kerosene due. 
Reports of imported alcoholic beverages due. 

June 15 

Carriers’ reports of gasoline 
erages transported due. 

Income tax returns and tax for calendar year of 
foreign corporations without office or place of 
business in Louisiana due. 

June 20 
Alcoholic beverage tax reports and taxes due. 
Gasoline tax report and tax due. 

Kerosene tax report and taxes due. 





and alcoholic bev- 











Luxury (sales) tax return and tax due. 
June 30 
Auctioneer’s semi-annual report due. 
Oyster severance tax due. 
Quarter annual report of auctioneers in New i 
Orleans due. : 
Severance tax on brine report and tax due. | 
' 
MAINE ; 
June 1 i 
Clam dealers’ licenses renewable annually. | 
Franchise tax report due on or before this date. | 
Gasoline tax due. j 
Parlor car company tax is assessed on or before 


this date. 
Small loan agency monthly reports due. 
June 10 
Inspection fees for packing of food due. 
Sardine packing inspection fees due. 





ir 
yr 
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June 15 

Gasoline tax sales report due. 

One-third of tax on railroad and street railway 
companies payable. 

Taxes of express companies, telephone and tele- 
graph companies and parlor car companies are 
due on or before this date. 

June 30 

Chain store licenses expire. 

Lobster industry licenses renewable. 

Malt beverage licenses expire. 

Wholesale beverage licenses expire. 





MARYLAND 





June 3 

Failure to file reports due on or before March 15 
by this date incurs added penalty. 

June 5 

Last day to file monthly account of leaf tobacco 
sales on or through Baltimore market. 

Last day to file cold storage warehouse monthly 
report. 

June 10 

Last day to file monthly statement or declaration 
of insurance brokers, agents, or solicitors. 

Last day to make monthly admissions tax pay- 
ment: 

Last day to make monthly return and pay manu- 
facturers’ tax on distilled spirits. 

June 15 

Milk control fees due. 

Temporary additional franchise tax due if bill 
therefor was mailed on or before May 15; other- 
wise within 30 days after mailing of bill. 

June 30 

Last day to pay cosmetics tax. 

Last day to file beer tax report and pay tax on 
beer sold during preceding month. 

Last day to file dealer’s report and pay tax on 
gasoline sold or used during next preceding 
calendar month. 

Licenses of insurance agents, brokers, or solicitors 
expire. 














MASSACHUSETTS 
June 1—— 
Milk dealers’ license fees due. 
June 10- 





Alcoholic beverage excise tax return and tax due. 
June 15 

Cold storage warehouse reports due. 

Motor fuel distributors’ returns and tax due. 
June 30 

Certificate of registration for dairy farms expires. 

Milk dealer’s registration expires. 








Milk dealer’s license under Milk Control Law 
expires. 
MICHIGAN 
June 1—— 


First half of specific taxes on public utilities due. 
Severance tax and reports due. 
First Monday 
Last day to file list of property with assessor. 
Tuesday after lst Monday 
First meeting of township boards of review. 
June 5 
Gasoline: Common carriers’ statements due. 
Second Monday 
Second meeting of township boards of review. 
June 10 
Common and contract carriers’ 
due. 
Fur Dealers: 
Third Monday 
Village taxes delinquent 30-50 days after this date 
unless the council shall have fixed the first Mon- 
day in May. 

















monthly reports 


Last day to make monthly report. 











June 15 
Monthly sales tax and return due. 
June 20 
Gasoline: Wholesale distributor’s statement and | 
tax due. 


Severance tax and reports delinquent. 
Fourth Monday 

County boards of supervisors equalize rolls. 
June 30 

All oleomargarine licenses expire. 

Last day of State fiscal year. 

Sales tax license expires where taxpayer has not 

permission to report on own fiscal year. 








MINNESOTA 





June 1- 
lron severance royalty tax delinquent. 


Last day for appeal to district court on assessed 
valuations. 


One-half of real estate taxes become delinquent. 
Quarterly installment of property taxes due 
(optional). 
June 5 
Cold storage warehouse reports due. 





STATE TAX CALENDAR 


June 10 
Liquor reports of wholesalers, brewers and dis- 
tillers due. 
Live stock commission merchants’ statements due. 
June 15 
Gasoline tax and fees due. 
Interstate carriers’ truck mile tax and reports due. 
Iron severance occupation tax delinquent. 
Oil inspection fees due. 
Fourth Monday 
Board of review meets on this date. 
June 20 
Common carriers’ liquor reports due. 
June 30 
Dairy product dealers’ and manufacturers’ licenses 
expire on this date. 




















Oleomargarine licenses expire. ’ 
— reports of physical property valuation 
ue. 


The assessor concludes the performance of his 
duties on this date. 


MISSISSIPPI 





June 1 

Admission (amusement) tax and report is due be- 
tween the Ist and 10th of each month. 

Electric light and power, express, pipe line, rail- 
road, sleeping car, telegraph and _ telephone 
a file application for license on this 

ate. 

Information reports of railroad corporations be- 
come delinquent on and after this date. 

On or before this date the collector is required to 
mail to each privilege taxpayer holding an an- 
nual license and whose license will expire in 
July a notice thereof and a renewal blank. 

Oyster packers and canners file sworn statement 
on this date as to the number of barrels of 
oysters purchased and caught during the preced- 
ing month. 

Oyster, sea food, etc., 
due on this date. 

The State Tax Commission is on this date re- 

quired, if practicable, and if impracticable as 
soon thereafter as it can be done, to make out 
an assessment against each public utility subject 
to taxation. 

First Monday 

The State Railroad Assessors shall if practicable, 
on or before this date make out for each county 
an assessment roll of public utility property. 

June 5 

Wholesale oyster and sea food dealers file monthly 
report on this date. 

June 10 

Admission (amusement) tax and report is due be- 
tween the Ist and 10th of each month. 

Every dealer in motor vehicles shall file a monthly 
report with the tax collector on this date. 

Motor vehicle monthly mileage tax reports are due 
on or before this date. 

June 15 

Common carriers must file monthly report, on this 
date, of gasoline and oil delivered by them. 

Distributors and wholesale dealers of gasoline file 
— report and pay monthly tax on this 

ate. 

— gross sales tax and report due on this 
ate. 

Second quarterly installment of the income tax is 
due on this date where the return is made on 
the basis of a calendar year. 

June 30 

Embalmer’s license expires on this date. 

License year for factory registration and inspection 
begins on this date. 


monthly inspection tax is 

















MISSOURI 
June 1 

Annual franchise sony delinquent. 

Assessment date for property taxes (first Monday 
of March to first Monday of June for merchants 
and manufacturers). 

Assessors begin to call upon taxpayers to list 
property. 

Calendar year corporations and individuals pay 
income taxes on or before this date. 

Kansas City taxes due. 
| Lien date for real estate taxes. 

Property taxes in Jackson County due. 

First Monday 

Merchants commencing business between the first 
Monday of June and November 1 required to 
file bond for statement tax. 

Merchants’ and manufacturers’ ad valorem license 
tax returns due. 

June 2 

All taxes assessed on account of incomes become 
delinquent on this date, where assessments are 
required to be made and certified to by the 
assessor prior to April 30, and subsequent to 
March 15 (taxes of calendar year corporations 
and individuals). 

June 15 

Gasoline: 
due. 

















Statements of distributors and dealers 
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Third Tuesday. 
St. Louis merchants’ and manufacturers’ boards 
of equalization meet to equalize statements. 
Sales tax monthly return due. 
June 25 
Gasoline: Tax due; distributors’ and dealers’ re- 
ports of gasoline received due; statements by 
gasoline transporters due. 
June 30 
Ice cream manufacturers’ licenses expire. 
Last day for discount on Kansas City taxes. 
Last day for 1 per cent discount on first class city 
property taxes. 
Manufacturers, wholesalers and dealers tax due. 
Soft drink report due. 








MONTANA 
June 1 

Annual statement of financial condition of foreign 
-corporations must be filed in offices of county 
clerk of county where principal office of county 
is located and with Secretary of State on or 
before this date. 

Calendar year corporations are notified of the 
amounts of corporation license (income) taxes 
for which they are respectively liable, on or 
before this date annually (or in case of fiscal 
year corporations 15 days before due date). 

Metalliferous mines license tax bills shall, not 
later than this date, be mailed to each person 
making and filing a statement. 

Taxidermists’ reports are due. 

First Monday 

Freight line company gross earnings are deter- 
mined by State Board of Equalization on or 
before this date. 

June 10 

Creameries, butter, cheese, or ice cream factories’ 
reports are due. 

Milk or cream buying stations, reports due. 

June 15 

Alcoholic beverages: brewers’ and 
monthly reports and excise tax due. 

Corporations paying the corporation license 
(income) tax on a calendar year basis pay such 
tax on or before this date annually to State 
a of Equalization; penalties accrue here- 
after. 

Dealers’ monthly gasoline tax and report due to 
State Board of Equalization on or before this 
date. 

Railroads and common carriers file monthly report 
on or before this date with State Treasurer and 
State Board of Equalization of gasoline deliv- 
ered in state. 

June 20 
Oil producers’ 
tax due. 
Third Monday 
Freight line companies may at any time before 

this date file with State Board of Equalization 
a protest against determination or assessment. 
June 30 

Drug and medicine vendors’ licenses expire on 
this date. 

First installment of oil producers’ license tax due. 

Warehousemen, grain dealers, track buyers and 
brokers file a report with the Commissioner of 
Agriculture annually on this date. Special re- 
ports may also be required at such times as 
the Commissioner requires. 














wholesalers’ 





additional license tax report and 











Jj . NEBRASKA 
une 


Manufacturers and distributors of alcoholic liquor 
at wholesale must make a return with the 
Liquor Control Commission between the first 
and fifteenth of each month showing amount of 
alcoholic liquor manufactured and sold during 
the preceding month. 

Persons moving after April 1st and before June Ist 
are required to list their property. 

First Monday 

Municipal taxes are certified to the county clerk 
by the taxing authorities. 

June 5 

Reports of public grain warehouses due. 

June 10 
Employment agencies’ reports due. 
Railroad monthly reports of passes due. 

First Tuesday after Second Monday 
County board convenes as a board of equalization. 

June 15 
Gasoline dealers’ reports and taxes due. 
~— and taxes of retail imitation butter dealers 




















First Tuesday after Third Monday 
City Council of Lincoln convenes as board of 
equalization. 
Gasoline carriers’ reports due. 
June 30 
Beverage manufacturing or bottling registration 
certificates expire. 
Registration certificates of dairies expire. 
Registration permits of hotels, restaurants, etc., 
expire. 
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NEVADA 








June 1—— 
Annual report to inspector of mines due. 
Cosmetological licenses due during June. 
Petroleum products report and fees due. 

First Monday—— 

Third installment of property tax due. 

June 25 
Gasoline (motor vehicle fuel) dealers’ and 

reports and taxes due. 

June 30 
Contractors’ licenses expire. 





























































































































NEW HAMPSHIRE 
June 1-——— 
Annual license expires. 
Gasoline distributor’s monthly tax due. 
Selectmen of each town shall transmit to the 
State Treasurer, annual statement of shares of 
stock of railroads. 
June 10 
Monthly report of agents of unlicensed fire insur- | 
ance companies due. 
Monthly report of manufacturers and wholesalers | 
of beverages due. | 
Monthly report of foreign manufacturers 
wholesalers of beverages due. 
Monthly beverage report and fee of on-sale and 
off-sale permittees due. 
June 15—— | 
Alcoholic beverage licenses expire. 
Monthly report of gasoline distributors due. 


| 
| 
| 
| 





and | 


NEW JERSEY 
June 1—— 
Cattle dealers and brokers must pay license fee 
on or before this date. 


tax. 


June 1 and December 1. 
June 5 
Cold storage warehouses file report. 
June 10 
Operators of interstate busses file monthly state- 
ment on or before this date. 

Operators of motor busses, within the limits of a 
“municipality” file a statement and pay the 
gross receipts tax on or before this date. 

June 15—— 

Manufacturers, distributors, transporters, storers, 
warehousemen and importers of alcoholic bev- 
erages reports due. 

Third Monday—— 

State Board of Tax Appeals meets to conduct hear- 
ings for review of assessments of railroad and 
canal property. Complaint due (copy to Attor- 
ney General 5 days prior to filing). 

June 30- 

Distributors of motor vehicle fuel file monthly 
reports on or before this (last business day of 
month) date. 

Transporters of gasoline must, within 30 days 
after the close of each month, furnish a state- 











Private car property tax returns due. 

The tax assessor must return the assessment roll 
to the State Tax Commission on or before this 
date. 

First Monday a 

State Tax Commission hears appeals from actions 
of County Boards of Equalization. 

June 15 

Gross 
due. 

June 20—— _ 
Motor carrier reports and taxes due. 
Pipe line license fees due. 

June 2s5—— 

Gasoline distributors’, retail dealers’ taxes and re- 
ports due; taxes and reports on gasoline pur- 








income (occupational) taxes and reports 


due; carriers’ reports due. 
June 30 . ' 
All alcoholic beverage licenses expire on this date. 


Express company report due between this date and 
Sept. 1. 





NEW YORK 


June 1—— 


mission) Merchants 
beginning July 1. 


license for license year 


meeting in June. 
Suffolk County assessments made on this date. 


June 5 
Cold storage warehouse monthly reports due. 





On or before this date distributors pay gasoline | 


: | 
Railroad and canal property taxes payable between | 


ment, to the State Tax Commissioner, of all 
deliveries to points within or without New | 
Jersey. 
NEW MEXICO 
June 1—— 


chased from unlicensed distributors and dealers | 


June 30 


June 1 


Last day for applying for Farm Products (Com.- | 


Lien date of villages except those holding annual | 


| June 15-— 


| Third Tuesday 


users’ | Jun 


| 
| 
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Demand for notice of assessment of property due. 

If personal income taxes are paid in installments, 
second payment of 4 is due. 

New York City gross receipts tax and returns due. 





Assessors meet to hear complaints in Westchester 
County. 

e 25 

Last day to file final monthly report and pay tax 
a the New York City public utility excise 
tax law. 








Last day to apply for writ of certiorari to review 
New York City assessments. 

Public service or transit commission to furnish 
blank forms for annual reports on or before this 
date to common carriers, railroads and street 
railroads. 

State tax commission certifies list of inactive cor- 
portations to Department of State for dissolution. 


NORTH CAROLINA 





Annual reports and/or license taxes are required 
of the following kinds of business: advertisin 
business; amusement parks; attorneys an 
other professions; automobile service stations; 
automobile supply dealers; bagatelle tables, 
merry-go-rounds, etc.; banks—industrial; barber 
shops; bicycle dealers; billiard tables, etc.; 
carnivals, etc.; circuses, etc.; coal dealers— 
wholesale; coal dealers—retail; collection agen- 
cies; contractors, etc.; cotton buyers and 
sellers; cotton compresses; detectives; employ- 
ment agents; fireworks, etc.; horses—dealers; 
hotels and boarding houses; ice cream manu- 
facturers; installment paper dealers; laundries 
lightning rod dealers, etc.; loans—agents an 
brokers; marble yards; 
motion pictures; 





d 


mercantile agencies; 
motorcycle dealers; motor 
vehicle dealers; musical instruments—dealers; 
newsdealers on trains; newspaper contests; 
office and home equipment—sale of; oils and 
oil products; packing houses; patents—sale of; 
pawnbrokers; peddlers; pistol dealers; plumbers, 
etc.; pressing clubs, etc.; real estate—sales, 
etc.; restaurants; securities dealers; sewing 
machines—dealers; shoe-shine parlors; slot ma- 
chines; soda fountains; soft drinks; theatres, 
etc.; tobacco; trading stamps; undertakers, etc. 

Chain store tax is due on.or before this date or 
at the date of engaging in business. 

Chain store tax becomes delinquent after this date. 

— store state license required on or before this 

ate. 

First day to file property tax return of railroad 
rolling stock. 

First day to file property tax returns of express 
companies, sleeping car companies, street rail- 
way, waterworks, electric light and power, gas, 
ferry, bridge and other public utility companies. 

June 10 

Alcoholic beverage excise tax is due on or before 
the 10th day of each month. 

Ice cream manufacturers’ repuits due. 

June 15 

Gross sales return and tax due on or before this 
date where sales are reported on a monthly 
basis. 

Third Monda 

Board of 
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June 20 
Surety liable on oil dealers’ bonds. 
June 30. 
Cream station and dairy monthly reports due. 
Coal mine licenses expire. 
Dairy products dealers’ semi-annual reports due. 
Gasoline dealers’ licenses expire in odd numbered 
years. 
Grain warehouse reports due. 
Grain and seed (grades, weights and measures) 
licenses expire. 
Oleomargarine license expires biennially. 
Weights and measures (tests and inspection) 
licenses expire. 
Wholesale potato dealers’ licenses expire. 
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OHIO 





June 1 

All class K alcoholic beverage permits expire. 

First Monday 

Tax commission certifies value of taxable portion 
of capital stock to auditor of state. 

June 5 
Last day for employment agencies to file monthly 

report. 

Second Monday 
County auditor to lay before Board of Revision all 

real property returns in his hands. 

‘Tax commission assesses property tax on cooling, 
electric light, gas, heating, messenger, natural 
gas, pipe line, railroad, signal, street, suburban 
and interurban railroads, union depot, water 
transportation and waterworks corporations. 

June 10—— 

Admissions tax reports and payments due. 

Alcoholic beverage tax reports due. 

Last day for payment of seventh installment of 
real property and public utility real and tan- 
gible personal property taxes if paid in ten 
installments. 

June 15 
Auditor of State certifies franchise tax to treasurer. 
License fee due from railroads, express companies 

and steamships transmitting money. 

Monthly report of unregistered dealers in motor 
vehicle fuel due. 

June 20—— 

Last day for payment of second half of real prop- 
erty and public utility real and tangible personal 
property taxes, if paid in two installments, 
unless time has been extended. 

Last day without penalty for dealer to report sales 
or taxable use of motor vehicle fuel during pre- 
ceding calendar month. 

Private motor carriers’ monthly report and emer- 
gency tax due. 

June 30 
End of year for which taxable gross earnings or 

receipts are assessable for railroad, including 
street, suburban, and interurban railroad, tele- 
graph, telephone and express corporations. 

Gasoline tax for preceding calendar month due. 

Last day on which corporations commencing busi- 
ness after March 31, become liable for property 
tax for the year. 

Last day to file monthly fishing report. 

Tax commission certifies to secretary of state for 
cancellation of certificate, a list of corporations 
which, without lawful extension of time have 
failed for 90 days after the time prescribed, to 
file proper returns. 
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qualization meets. 
June 2 
Gasoline tax and report due. 
June 30 
Bottling plants (soft drinks) inspection fees due. 
Last day to file property tax returns of railroad, 
express, sleeping car, refrigerator and freight 
car, street railway, waterworks, electric light 
and power, gas, ferry, bridge, telephone and 
telegraph companies. 
— under the gross sales tax expire on this 
ate. 
The license of a merchant subject to the gross 
sales tax expires on this date. 





NORTH DAKOTA 
June 1—— 
Assessment lists due on demand of assessor during 
April and May. 
Oil inspection reports and fees due. 
Property destroyed between April 1 and June 1 
may be stricken from assessment rolls. 
Tractor fuel oil report and fee due. 
Second Monday. 
Local boards of equalization meet. 
Second Tuesday 
City boards of equalization meet. 
June 1 
Grain warehouse reports delinquent. 
Oil inspection fees delinquent. 
Tractor fuel oil fees delinquent. 
June 15 
Gasoline reports and taxes due. 











ne motor carriers mileage report and taxes 

ue. 

Second installment of income tax on calendar year 
basis due. 


Transportation companies including pipe lines re- 
port all deliveries of motor vehicle fuel in Ohio 
during preceding calendar month. 


OKLAHOMA 


June 1 
Excise tax on petroleum report and tax due. 
— production tax and report on oil and gas 

ue. 

First Monday 
County boards of equalization meet. 

June 5—— 

Reports from mines (other than coal) due. 

June 10—— 

Report of manufacturers of non-intoxicating alco- 
holic beverages due. 

Report and tax of wholesalers of non-intoxicating 
alcoholic beverages due. 

June 1 
Gas pipe line reports of daily meter readings due. 
Gasoline tax and reports due. ; 
Mileage report and tax of motor vehicle carriers 

ue. 

| June 20—— 

Monthly sales tax and report due. 
Reports from coal mines due. 

June 30 
First day to file corporate franchise tax report. 
Fur dealers’ reports due. 














OREGON 





June 1 
edding manufacturers or repairers pay license fee 
on this date each year. 

Special motor carriers’ monthly fee due. 











































































































June 10 
Oil well license tax and report due on or before 

this date to county treasurer. 

June 15 
Fish poundage fee and report and meat dealers’ 

report due on or before this date. 

Gasoline tax and report due to Secretary of State 
on or before this date. 

Grain warehousemen file a statement with the 
county clerk of the county within which such 
business is conducted on this date each year. 

Second quarterly installment of property taxes 
due. 

June 20 
Alcoholic beverage excise tax and report due. 
Motor carriers’ tax due on or before this date. 

June 30 
Collection agency licenses expire. 

Motor vehicle operators’ licenses expire on this 
date in the odd numbered year. 














Public or terminal warehousemen report on this 
date each year to the public utilities commis- 
sioner. 

PENNSYLVANIA 
June 1 





Borough tax duplicates are issued to the collector 
of taxes of the borough on this date. 

County tax duplicates are issued to the tax col- 
lector on or before this date. 

Dance hall licenses expire. 

First half of license tax on 
Pittsburgh due. 

Licenses for fur farms expire. 

Loan brokers’ licenses expire. 

Township (1st class) tax duplicates are issued to 
the collector authorizing him to collect same. 

June 10 
Amusement 

due. 

Second Monday—— 

Liquor importers’ reports to Department of Reve- 
nue due. 

Malt beverage tax reports to Department of Reve- 
nue due. 

Sale of unseated land begins. 

June 15 
Annual report of fur farms due. 
Liquor manufacturers’ report 

partment of Revenue due. 

June 21 
Seine fishing licenses expire. 

June 30 
Monthly reports and tax payments of distributors 

and carriers of liquid fuels (for preceding 
month) due. 


street railways in 





tax monthly reports and ‘payments 





and taxes to De- 








RHODE ISLAND 
June 1 

Milk gathering 
license. 

June 10 

Gasoline distributors’ 

June 15 

Assessment date for general property tax. 

Corporate excess tax assessed by Board. 

Gasoline distributor’s monthly report due. 

SOUTH CAROLINA 
June 1-10-——— 

Admissions to amusements return and stamp tax 
due between these dates. 

Power tax and report of public utilities due be- 
tween these dates. 

June 4—— 

Fisheries’ monthly stamp report due not later than 
this date. 

June 5 

Fishing license tax report is due within 5 days 
of the end of each calendar month. 

Oyster or clam shuckers’ stamp report must be 
mailed on or before the 5th day of each suc- 
ceeding month. 

Sturgeon, caviar or shad dealers file a_ report 
within 5 days of the end of each month. 

Tobacco warehousemen required to file statement 
on or before the 5th day of each month. 

June 10 

Timber carts license fee in Colleton County due 
on or before this date. 

Tramways license tax in Colleton County is due 
on or before this date. 

June 20 

Gasoline tax and report of dealers, distributors, 
importers, and storers due on or before this date. 

June 30—— 

Phosphates royalty must be paid at the end of 
every quarter, or three months, the first quarter 
to commence to run on January 1st each year. 





stations required to apply for 





monthly tax due. 














SOUTH DAKOTA 

June 1 
Express company reports due. 

Property tax returns of light, power, heating, 
water and gas companies, private car lines and 
railroad companies over whose lines such cars 
are operated, railroad companies, sleeping car 
companies, telegraph companies and telephone 
companies due. 

Warehouse reports due. 





STATE TAX CALENDAR 


Second Tuesday 

Assessment rolls of city assessors open to public 
inspection until fourth Monday of June. 

June 10 

Employment agency reports due. 

June 15 

Inspector of petroleum products may require re- 
port. 

June 20 

Express company agents’ 
default of companies. 

Gasoline reports and taxes due. 

Fourth Monday 

Assessment rolls open to public inspection until 
following Saturday. 

Township, town and city equalizing boards meet 
to equalize and correct rolls and hear com- 
plaints. 

June 30 

Alcoholic beverage licenses expire on this date 
annually. 

Chain store report and tax due within 30 days 
after this date. 

Commercial fertilizer license fees due. 

Fur-bearing animal licensees’ reports and fees due. 

Lard substitutes dealers’ license fees due. 

Personal property tax returns due during May 
and June. 














reports due in case of 











Severance tax and report due within 30 days after 
this date. 
Stock foods registration and inspection fees pay- 
able. 
TENNESSEE 
June 1 
First installment of the franchise tax is due. 


Last day for public utilities to pay minimum or 
maximum inspection and supervision fees. 

First Monday 

County board of equalizers meets and 





sits in 





regular session on this date each year. 
June 30 
Oils and volatile substances ——€ report shall 
be furnished as of the last day of June. 
Pharmacists’ renewal fees shall be paid annually 








on or before this date. 
Return of building and loan associations must 
show amount of capital of such association ac- 
tually paid in, as shown by the books at the 
close of business on the 30th day of June 
preceding. 


TEXAS 





June 1 
Emigrant agents’ 
First Monday 
Railroads report to County Board of Equalization 
in which its principal office is located. 
June 5 
Cigarette solicitors’ 
June 10 
Cigarette distributor’s reports due. 
June 15—— 
Excise tax and report on oleomargarine duc. 
June 20 
Gasoline taxes and reports due. 
June 25 
Carbon black production taxes and reports due. 
Cement distributors’ tax and report due. 
‘Natural gas production tax and report due. 
Oil production reports and taxes due. 
Prizes taxes and reports due. 
June 30 
Oil carriers’ reports due. 
Oil Production: Report of oil withdrawn 
storage due. 
Second installment of general property taxes de- 
linquent. 


report due. 








reports due. 














from 


UTAH 
June 5—— 
Monthly report of cold storage warehouses due. 
June 10—— 
Carriers’ reports of motor fuel deliveries due. 
Monthly report of dealers and manufacturers of 
alcoholic beverages due. 
June 15—— 
Gross ton-mile return and fees due on commercial 
motor vehicles. 
Monthly gasoline tax and report due. 
Sales tax and return due. 
Second installment of income (franchise) tax due. 
June 20 





Last day of the session of County Board of 
Equalization. 
June 30 





Alcoholic beverage licenses expire. 
Cigarette licenses expire. ‘ : 
License of dealers in oleomargarine expires. 


VERMONT 
June 1—— 

Camp, roadside eating and_ lodging places: 
Application for license must be made on or be- 
fore this date each year. 

Term of appraisers expires. 
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June 15—— ; 
License fees of real estate brokers and salesmen 
due. 
Licenses of real estate brokers expire. 
VIRGINIA 
June 1 





Penalty of 5 per cent additional tax plus 1 per cent 
for each month the income tax is not paid after 
notice is given. 

Returns of tangible personal property, machinery, 
tools and merchant’s capital due on or before 
this date. 

Returns of intangible personal property due on 
or before this date. 

Taxes assessed against bank stockholders due on 
or before this date by banks. 

Thirty days after notice of the income tax has 

been given, such tax is to be paid. 

June 1-June 10 

Medicine, salve, liniments, 
due. 

Oyster purchasers’ inspection fees due. 

June 10 

Beer excise tax and report of beer sold during 
previous month due on or before this date. 

Beverages of not more than 3.2 per cent alcoholic 
content excise tax and report of beverages sold 





etc., vendor’s reports 














during previous month due on or before this 
date. 
Tobacco warehouse report due. 
June 15 
Additional property tax penalty of 5 per cent 
imposed if property taxes are not paid by this 
date in the year next succeeding that in which 
the taxes should have been paid. 
June 16 
Interest at rate of 6 per cent per annum to be 
paid on delinquent property taxes beginning 
with this date. 
June 20 
Gasoline statement and tax due. 
June 30 





Permit period for fish, game, 
ers, and fur dealers ends. 
Quarterly licenses expire. 


WASHINGTON 


fox and rabbit breed- 





June 1 
Pharmacists’ license fees due. 

First Monday—— 

Express companies may have hearings 
receipts taxes until assessments are 
or before first Monday in July. 

June 15 
Butter substitutes reports and taxes due. 
Compensating tax and return due. 
Gasoline reports and taxes due. 

June 30 
Ambulatory 


ou gross 
fixed on 








license fees due. 


WEST VIRGINIA 


milk dealers’ 


June 1—— 

Board of Public Works shall begin to assess prop- 
erty of public service companies not later than 
this date. 

Second installment of property taxes (for preced- 
ing year) is delinquent and interest accrues. 

June 10—— 

Brewers’ and beer distributors’ 
and excise tax due. 

Petroleum dealers’ reports due. 

June 15—— 
Retail sales tax and return due. 
June 30 

Beer licenses expire. 

Beginning on July 1, 1934 all 
istrations expire on this date. 

Gasoline tax and reports due. 


WISCONSIN 


monthly report 





motor vehicle reg- 


June 1—— 
License of foreign 
port not filed by 
June 5 
Monthly report of cold storage warehouses due. 
Second Tuesday—— 
First day on which land is solid for delinquent 
taxes. 
June 10 
Alcoholic beverages monthly reports due. 
June 15—— 
First half of 


corporation void if annual 


this date. 


Te- 








tax railroad, 





on telegraph, express 
and sleeping car companies is due. 
June 20 
Gasoline dealers must file monthly return and 
pay tax. 





Last Monday 
Assessment Board called together. 
Local Boards of Review meet. 

June 30 
Employment agency licenses expire. 
Motor truck, tractor truck, tractor, 

semi-trailer registrations expire. 
Municipal beer licenses expire. 
Municipal licenses for beverages of less than one- 

half of one per cent of alcohol expire. 
Privilege dividend return and tax due. 





trailer and 





Transportation company gasoline tax reports due. 
(Continued on page 303) 
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Significant Decisions of the 
Board of Tax Appeals 


Deductions—Losses.—Sec. 45 of the 1928 and 1932 Acts 
did not preclude deduction of a loss. A family owned or 
wholly controlled two corporations. The first in 1931 and 
1932 sold stocks and bonds to the second at market price, 
which was below cost, and claimed deductions accordingly. 
The deductions were disallowed by the Commissioner un- 
der authority of section 45 of the Revenue Act of 1928 
and section 45 of the Revenue Act of 1932, those acts 
giving the Commissioner authority, in case of trades or 
businesses owned or controlled by the same interests, to 
distribute, apportion, or allocate gross income or deduc- 
tions between the businesses, if he determines that such 
distribution, apportionment, or allocation is necessary to 
prevent evasion of taxes or clearly to reflect income. It 
is held, under the facts in this case, that said section 45 
does not authorize the disallowance of deductions and that 
the deduction of losses by the taxpayer should be and is 
sustained. “Section 45 permits distribution, apportion- 
ment, or allocation of a deduction, but it nowhere permits 
disallowance thereof—which is the action herein taken by 
the Commissioner.”—General Industries Corp. v. Commis- 
stoner, Dec. 9597 [CCH]; Docket 79069. 


Smith and Hill dissent without written opinion. 


Deductions—Sufficiency cf Evidence.— (1) Stock loss 
was not deductible in 1932. The Board holds that peti- 
tioner did not substantiate his claim that the loss was 
deductible in 1932. “The petitioner was the chief financial 
backer of the corporation, a director, owner of 50 per cent 
of the preferred stock (according to his testimony), a cred- 
itor and in close touch with those actively conducting the 
business. It is reasonable to assume that he was in a 
position to ascertain whether the corporation was solvent 
in 1931, and whether his stock had any value then, but 
the record is silent on this point.” 

(2) Payment by check was not a deductible item on the 
facts. Petitioner during the taxable year (1932) gave checks 
to an attorney employed by him which were never cashed 
and which were returned to petitioner. Petitioner credited 
the employee in the following year on the books of a 
newly formed partnership. It is held that since the checks 
were never cashed and were returned, there was no pay- 
ment in the taxable year so that petitioner operating on a 
cash receipts and disbursements basis is not entitled to the 
claimed deduction in the taxable year. 

(3) The Board passes on the sufficiency of the evidence 
to sustain taxpayer’s claim for deduction of certain busi- 
ness expenditures in connection with a branch law office, 
allowing the part of the claimed deductions which could be 
identified as proper business expenses. 

(4) Attorneys’ fees collected by petitioner and represent- 
ing shares of other lawyers were not includible in peti- 
tioner’s income. Petitioner received cases from attorneys 
under an agreement to share fees on a certain basis. Peti- 
tioner collected all the fees and paid over to the associate 
attorneys their shares. It is held that petitioner and as- 
sociate attorneys had a joint interest in the fees, and al- 
though petitioner collected all the fees he had no beneficial 
interest in the shares of his associates. Therefore, peti- 
tioner is taxable only on the portion of the fees in which 
he individually had the beneficial interest, and he should 
not include in his income tax return for 1932 the fees of 
the associate attorneys.—Mark D. Eagleton v. Commissioner, 
Dec. 9591 [CCH]; Docket 79553. 

Arundell and Turner dissent, without written opinion, on 
second issue. 


Deductions—Trustees’ Compensation.—Deductibility of 
trustees’ compensation is not limited by tax-exempt in- 
terest income. Where the income of a continuing trust 
arises from taxable income and tax-exempt interest, the 
compensation of its trustees for 1932 is deductible, wholly, 
from the taxable income, irrespective of the fact that the 
services of the trustees, for which that compensation was 
paid, were rendered in the collection of both taxable and 
tax-exempt interest. Grace M. Knox et al., Executors, 3 
BTA 143, followed.—John H. Watson, Jr. and The Union 
Trust Co., Trustees of the Trust Estate of James IV. Corrigan, 
Deceased v. Commissioner, Dec. 9607 [CCH]; Docket 80345. 


May, 1937 


Estate Tax.—Decedent, at the time of her death in 1934, 
was a citizen and resident of Cuba, and was not negaged 
in business in the United States. She was the owner of 
certain bonds issued by public and private corporations 
of the United States, all of which bonds were physically 
located in Cuba. It is held that said bonds are not in- 
cludible in the decedent’s gross estate under section 303 (b), 
Revenue Act of 1926. [From the opinion:] “The Supreme 
Court has decided that similar bonds, physically situated 
in the United States, were properly included in the estate 
of a nonresident decedent, for purposes of tax determina- 
tion. Burnet v. Brooks, 288 U. S. 378. In the instant case, 
the Commissioner proposes that we go one step farther 
and hold that such bonds, physically situated in Cuba, were 
actually situated in the United States. So to hold would 
distort the meaning of the word and the intent of the 
statute. 


“A careful reading of the statute shows that Congress 
intended to use a different basis for tax determination in 
the case of a nonresident alien decedent. It selected as a 
method of establishing that basis, the test of situs of 
property in the United States; except that stock in a do- 
mestic corporation, owned and held by a nonresident, was 
required to be included, regardless of situs. It would have 
been easy, if Congress had wished, to require the inclusion 
as well, of bonds issued by domestic corporations. This 
it did not do, and the special provision regarding stocks, 
is, in itself, evidence of intent to treat bonds as in a sepa- 
rate class, and to require their inclusion only when they 
are actually, physically situated in the United States.”— 
Herman A. Holsten, as Ancillary Executor for the Estate of 
Luisa Terry Ponvert v. Commissioner, Dec. 9593 [CCH]; 
Docket 81568. 

Hill dissents, with written opinion that “* * * error lies, 
I think, in predicating the majority opinion upon the as- 
sumption that intangibles, such as stocks and bonds, have 
a taxable situs only at the place where the certificates are 
physically located, or that such was the accepted doctrine 
at the time the applicable revenue act was passed.” Turner 
agrees with this dissent. 


Evasion of Taxes—Evidence.—(1) Imposition of the 50 
per cent fraud penalty is not barred as a result of the fact 
that petitioner had been found not guilty by a directed 
verdict after his indictment in the United States District 
Court for willfully attempting to evade or defeat taxes 
upon his net income for 1929 and 1930 in violation of sec- 
tion 146(b) of the 1928 Act. Charles E. Mitchell, 32 BTA 
1093, followed. 

(2) Allegations of fraud contained in the Commission- 
er’s answer are deemed to be admitted by reason of the 
failure of the petitioner to file a reply within the time pre- 
scribed by the rules of practice. But even assuming that 
the petitioner denied all the facts relating to fraud alleged 
by the Commissioner, the penalties are sustained on the 
ground that the evidence affirmatively establishes that a 
part of each deficiency is due to fraud with intent to evade 
tax. The evidence establishes that the petitioner, with 
intent to evade tax, not only grossly understated the amount 
of attorney fees received by him, but also that he failed 
to report substantial sums of money received from un- 
named clients, which were deposited in his bank account 
along and commingled with other funds belonging to him 
and were used freely for his own use and enjoyment, and 
which constituted income to the petitioner and represented 
neither a gift nor a return of capital—Russel C. Mauch and 
Bessie Mauch v. Commissioner, Dec. 8598 [CCH]; Docket 
72269. 


Black, Arundell, Van Fossan, and Arnold concur only in the 
result. 


Rentals from Lease—Taxability—Where the right to 
receive rentals under a lease was in question and litigation 
was pending until 1931, both lessor and lessee claiming 
breach of the lease by the other, it is held that rental 
accrued on the books of the taxpayer-lessor for part of 
1930 was not properly accruable as income for 1930 and 
did not constitute taxable income for that year—dA. M. 


Campau Realty Co. v. Commissioner, Dec. 9603 [CCH]; 
Docket 70340. 
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PENDING ST 3 


ARIZONA 


The Arizona Legislature adjourned on 
March 13, 1937. The following are ap- 
provals since the last issue of the Bulletin. 


Approvals 


Business License Taxes.—H. B. No. 32 
provides for the regulation of real estate 
business. 

H. B. No. 49 provides for licensing and 
bonding private employment agencies. 

H. B. No. 91 regulates the sale of com- 
mercial feed stuffs. 


Income Tax.—H. B. No. 68 relates to 
corporation and individual income tax. 


Motor Vehicle Registration.—H. B. 
No. 23 provides for a tax of 3% of the cash 
value of vehicles, trailers and semitrailers. 

H. B. No. 201 requires special licenses 
for those vehicles previously registered in 
other states or countries. 


Property Taxes.—H. B. No. 11 relates to 
delinquent taxes, the payment thereof and 
provides for exemption of penalties and in- 
terest. 


ARKANSAS 


The Arkansas Legislature which con- 
vened January 11, 1937 adjourned sine die 
March 11, 1937. 


Approvals 


Alcoholic Beverages.—H. B. No. 427 
changes the taxation on light wines and 
beer. 


Gasoline Tax.—H. B. No. 147 provides a 
competitive scale for gasoline taxes in 
border towns. 


Motor Vehicles.—S. B. No. 468 licenses 
operators of motor vehicles as mechanics 
or employees. 

H. B. No. 229 licenses auto owners and 
chauffeurs. 


Occupation Tax.—H. B. No. 196 permits 
cities to levy an occupation tax to include 
municipal corporations. 


Property Taxes.—H. B. No. 385 deter- 
mines the exemptions of homesteads and 
regulates the extension of exemptions. 


Sales Tax.—S. B. No. 398 makes cigars 
subject to a 2 per cent sales tax in lieu 
of present excise and privilege taxes. 

S. B. No. 417 provides for collection of 
unpaid sales taxes. 





















NDER the above heading, report will 
be made of the introduction of and 


action taken on state tax legislation of 
importance to business interests. 
section will be confined to pending bills 
in state legislatures, and the final report 
will be that of enactment, when the bill is 
listed under the caption “approvals.” This 
feature is made possible through the facili- 
ties of the Commerce Clearing House 
Legislative Reportin 
furnishes a twenty-four hour reporting 
service on all subjects for all states. 
Copies of the text of any bill reported may 
be obtained for a service charge of one 
dollar per bill. 


This 


Department, which 





Severance Tax.—H. B. No. 368 subjects 


transporters of natural resources to a sev- 
erance tax. 


Tobacco Tax.—H. B. No. 394 requires a 


manufacturer, jobber or wholesaler to affix 


tax stamps on their cigarettes and cigars 


and licenses their salesmen. 


CALIFORNIA 
No important tax measures have been en- 


acted by the California Legislature since the 


last issue of the Bulletin. Important bills 
pending include A. B. Nos. 268, 2806, relat- 
ing to sales tax exemptions and A. B. 
No. 1244 relating to the personal income 
tax. 





1937 Sessions of State Legislatures 


Jurisdiction Convened Adjourned 
Alabama (2nd Sp.)...... Nov. 23,36 Feb. 26 
_ ae Mar. 13 
__... ESS See Jan. 11 Mar. 11 
 ihierennabibid, 5 RES etary ah 
a ree 
CREED kciccccsecee BIS MB 3 Sacco 
0 ae 
Lo Ea eee SS. ee 
Georgia (Sp.) .......... Jan. 11 Jan. 22 
a eee Mar. 25 
(SSSA cere an. 4 Mar. 6 
rer SS ere 
I oo. c50-e ote ace’ Jan. 7 Mar. 8 
eee an. 11 TESS 
eae ee Apr. 2 
Kentucky (4th Sp.)..... Dec. 23,’36 Jan. 16 
_ ___. AAS einer: eee eo. 
[CO ae ae Apr. 5 
ee a ere 
I 555.550) Gre eusnoior SS aoe 
Minnesota ............. Jam. 5 
SE rere ae ee 
Se Jan. 4 Mar. 5 
WOON 5.0 eis cow caeas Jan ie... atetonrerets 


(Continued on next page) 
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TESTAX LEGISLATION 







COLORADO 


No important tax bills have so far be- 
come law in Colorado. Three bills to be- 
come law to date include a licensing 
provision for livestock sales rings, and a 
transfer of the administration of motor 
vehicle registration. 


Approvals 


Livestock Sales.—S. B. No. 65 provides 
for the regulation of livestock sales rings; 
requires a license and fee of $25, to be re- 
newed annually; $1,000 bond; requires in- 
spections; and provides penalties. 


Motor Vehicle Laws.—S. B. No. 49 trans- 
fers the motor vehicle department from the 
state treasurer to the secretary of state. 


Property Taxes.—S. B. No. 255 provides 
for the construction of storage reservoirs 
for the conservation of water for beneficial 
uses; and provides for tax reductions on 
land on which such reservoirs are located 
and maintained. 


CONNECTICUT 


The exemption from taxation of cash and 
bank deposits was removed upon the ap- 
proval of H. B. No. 169 since the last 
Bulletin. S. B. No. 502, which would allow 
the deduction of real estate rents from the 
corporation business tax, has passed the 
Senate. The following income tax meas- 
ures were killed: S. B. Nos. 495, 660, 906 
and H. B. Nos. 503, 716, 717, 897. One 
chain store tax measure, S. B. No. 322, was 
killed but no action has been taken on 
S. B. No. 668 or H. B. No. 895. S. B. 
No. 500, intended to reduce the corpora- 
— tax rate to 3% of a mill, was 
killed. 


Introductions 


Amusement Tax.—H. B. No. 1524 con- 
cerns the assessment and collection of the 
amusement tax. To Committee on Reor- 
ganization. 

Car Companies.—H. B. No. 1525 concerns 
taxes on car and other companies. To 
Committee on Reorganization. 

Choses in Action.—H. B. No. 1527 con- 
cerns taxes on choses in action. To Com- 
mittee on Reorganization. 

Insurance Companies.—H. B. No. 1521 
concerns taxes on insurance companies. 
To Committee on Reorganization. 
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Motor Bus Excise.—H. B. No. 1526 con- 
cerns the motor bus excise. To Commit- 
tee on Reorganization. 


Succession T'axes.—H. B. No. 1528 con- 


cerns the collection of estate, succession | 


and penalty taxes. 
organization. 


To Committee on Re- 


Approvals 
Cash and Bank Deposits.—H. B. No. 169 


provides for the removal of the exemption 
from taxation extended to cash and bank 
deposits. 


Income Tax.—S. B. No. 14 concerns de- | 


ductions under the corporation business 
tax law. 


Property Taxes.—S. B. No. 498 provides 
for the approval of local tax rate and assess- 
ment forms by the Tax Commissioner. 


Succession Taxes.—S. B. No. 489 amends 


an Act concerning the applicability of suc- | 


cession tax laws. 

H. B. No. 506 amends the succession tax 
laws. 

H. B. No. 507 amends the law concerning 
the succession tax on estates of nonresi- 
dent decedents. 

H. B. No. 512 amends the law concern- 
ing the succession tax on estates of resi- 
dent decedents. 

H. B. No. 516 amends the law concerning 
succession tax exemption. 


DELAWARE 


The Delaware Legislature enacted H. B. 
No. 290, which affects the franchise tax 


rates and the method of computing the | 


same. 


Introductions 


Alcoholic Beverages.—H. B. No. 365) 


amends Chap. 176 of 1935 Revised Code 
relating to a license for a tap-room wherein 
alcoholic beverages are sold. 

H. B. No. 396 relates to the refusal of 
liquor licenses in certain places. 

H. B. No. 397 relates to the refusal of 
liquor licenses in certain places. 

Business Licenses.—H. B. No. 62 amends 
Chap. 185 of the revised Delaware Code, 
1935 relating to Board of Examiners of 
Beauticians. 

H. B. No. 383 amends Chap. 185 of the 
1935 Revised Statutes relating to Board of 
Examiners of Beauticians. 

H. B. No. 408 relates to providing licenses 
for propagation of wild game. 

H. B. No. 414 amends article 17, Chap. 6 
of 1935 Revised Code relating to optome- 
trists and veterinarians. 

Motor Vehicle 
No. 73 amends Chap. 165 of the Revised 
Code, 1935 relating to renewal of registra- 
tion of motor vehicles. 

Property Taxes.—H. B. No. 410 relates 
to the drainage of low lands and authorizes 


the assessment of the tax to defray ex- | 


penses thereof. 


Approvals 


Business Licenses.—H. B. No. 576 relates 
to the Delaware Racing Commission. 

Franchise Taxes.—H. B. No. 290 amends 
Chapter 6 of the 1935 Revised Delaware 
Code relating to franchise tax rates. 

Property Taxes.—H. B. No. 139 author- 
izes the sale of lands purchased by the city 
on tax sales. 


Registration.— H. B.| 
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1937 Sessions of State Legislatures 
(Continued) 

Jurisdiction Convened Adjourned 
Nevada ne re ee Jan. 18 Mar. 18 
New Hampshire a Jan. 6 
New Jersey re. a 
NeW BIGHIG® .... ....c0ce Jan. 12 Mar. 13 
New York és inn ie 
North Carolina — ee ae Mar. 23 
Narth Dakota pices Ie Ss Mar. 5 
North Dakota (Sp.) Mar. 8 Mar. 10 
. . ee a seer Jan. 4 
ar eres WO: vices 
Oregon . eee Jan. 11 Mar. 8 

| Pennsylvemia ........... Jan. 5 
| Woes Temes ........2. Jan. 5 
South Carolina .. ~-> Som Te 
Seuth DARGA .......... Jam. § Mar. 5 
2. eee Jan. 4 
| Texas are ea Jan. 12 
| Utah ee ay i 11 Mar. 11 
| Vermont ree. 
Washington ee Jan. 11 Mar. 12 
West Virginia .. «oo ie Be Mar. 13 
Wisconsin ate ee Jan. 13 
Wyoming ..... > yam. 12 Feh. 20 








DISTRICT OF COLUMBIA 


The following important tax bills have 
| been introduced into Congress affecting the 
District of Columbia and not previously re- 
ported herein. 


Introductions 


Gasoline Tax.—H. B. No. €037 increases 
the gasoline tax from 2¢ per gallon to 4¢ per 
gallon. To Com. on District of Columbia. 


Income Tax.—H. B. No. 6031 provides 
for an income tax and repeals certain pro- 


‘To Com. on District of Columbia. 


| Insurance.—H. B. No. 6032 requires in- 
surance companies to obtain licenses and 
pay taxes in District. 
of Columbia. 


| Motor Vehicles.—H. B. No. 6033 requires 
the registration of motor vehicles with fees 
| based upon weight. To Com. on District 
of Columbia. 


Organization Tax on Corporations.— 
H. B. No. 6034 provides for an organiza- 
tion fee to be paid by corporations based 
upon capital stock authorized. To Com. 
on District of Columbia. 

Theatrical Business.—H. 2B. No. 6038 im- 
poses a 2% gross receipts tax on operators 
| of motion picture and vaudeville theaters 
in the District. To Com. on District of 
Columbia. 


Transfer Tax on Decedents’ Estates.— 
| H. B. No. 6035 imposes a tax upon the 
transfer of net estates of decedents in the 
| District. To Com. on District of Columbia. 





FLORIDA 


The Florida Legislature convened in its 
| regular session for 1937 on April 6, 1937. 
| sills affecting taxation introduced are 
listed below. 


Introductions 


Ad Valorem Taxes.—S. J. R. No. 19 pro- 
| poses a constitutional amendment relating 
| to over-all limitation on power to levy 
| taxes. To Constitutional Amendment 
| Committee. 

Alcoholic Beverages Tax.—H. B. No. 28 
creates a State Beverage Department and 
amends the law taxing the manufacture 
of alcoholic beverages. 
Committee. 


Farmers’ Trucks.—S. B. No. 70 exempts | 


from license tag tax trucks owned by 


| visions relating to taxation of intangibles. | 


To Com. on District | 


To Temperance | 
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farmers or growers hauling farm products, 
etc. To Motor Vehicles Committee. 


Gasoline Tax.—H. B. No. 69 relates to 
a constitutional amendment on the levy 
and imposition of an excise tax on gas- 
oline and other petroleum products. To 
| Finance and Taxation Committee. 

Homesteads.—S. J. R. No. 21 relates to 
the exemption of homesteads. To Consti- 
tutional Amendments Committee. 

Motor Vehicles.—H. B. No. 4 relates to 
, the operation, licensing, taxing of motor 
_vehicles. To Motor Vehicles Committee. 

Slot Machines.—S. B. No. 22 and H. B. 
| Nos. 82 and 91 repeal the law licensing 
slot machines. To Finance and Taxation 
Committee. 

Valuation.—S. B. No. 25 amends the law 
providing a basis for the valuation of 
stocks, goods, etc., for taxation. To Fi- 
nance and Taxation Committee. 





GEORGIA 


The following important tax measures 

| have been enacted into law in Georgia, and 

not previously reported herein. The Legis- 
lature adjourned sine die March 25, 1937 


Approvals 
Alcoholic Beverage Control Act.—H. B. 
No. 427 which is to be submitted to the 
voters for ratification or rejection at a 
referendum on June 8, 1937, will, if ratified, 
| provide for legalizing, licensing and taxing 


| the manufacture and sale of spirituous liq- 
uors. After the state-wide referendum on 
June 8, if the Act is adopted by the State 
as a whole, the manufacture and sale of 
| spirituous liquors will be subject to local 
option elections which may be called by 
petition in any county. Retail sales would 
| be permitted only in original and unbroken 
packages; only licensed manufacturers and 
wholesalers (license fee in each case $1,000) 
|could import; excise taxes would be 80¢ 
| per gallon on distilled spirits and $1.60 on 
| alcohol, or 40¢ and 80¢ respectively if man- 
| ufactured in Georgia from Georgia-grown 
| products. The Act would be administered 
iby the State Revenue Commission. 


| Chain Stores—Mail Order Stores Tax. 
—H. B. No. 107 imposes a tax on chain 
stores in the State. The tax is graduated 
on the number of stores in the chain and 
|the rates range from $2.00 on one store 
| to $200 on each store over 39 in the chain. 
| A separate tax is imposed upon mail order 
| stores, other than the retail stores operated 
|by mail order houses, graduated from 
$2,000 annually on one store to $10,000 
annually on each store over 4 in the chain. 
The new law is effective July 1, 1937 and 
stores subject to its terms must obtain 
licenses under it by June 30, 1937. The tax 
is in addition to all other specific and occu- 
pational taxes now provided by law. 


Cigars and Cigarettes—Stamp Tax.— 
H. B. No. 295 repeals Act 7, Laws 1931, 
| Extra Session imposing the stamp tax on 
cigars and cigarettes and enacts a new and 
comprehensive law imposing another tax 
on the same products. 


Gasoline Tax Law Amended Generally. 
—H. B. No. 5 repeals Chapter 92-14 (Motor 
Fuels) Georgia Code of 1933 and reenacts 
a new Chapter 92-14 (Motor Fuel Tax 
Law) etc. to provide more stringent laws 
and regulations for the collection of motor 
| fuel and/or kerosene tax, to provide pun- 
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ishment for the violation of the laws per- 
taining thereto, and for other purposes. 


General Road and Street Contracting.— 
S. B. No. 150 regulates and licenses the 
practice of general road and street con- 
tracting in the state, establishes a State 
Licensing Board for Contractors and pro- 
vides for the licensing of all contractors 
in the state at a $500 initial fee. Contractors 
who have been in such business for more 
than 2 years in the state may be licensed 
upon paying such a fee, but others must 
pay the fee and pass an examination pre- 
pared by the board. Licenses expire 
December 31 in each year and may be 
renewed annually for $100. 


Homestead Exemption — Constitutional 
Amendment.—H. B. No. 26 submits to the 
people at the next general election an 
amendment to the state constitution ex- 
empting from all ad valorem taxation the 
homestead of each resident up to $2000, 
reserving the right in the General As- 
sembly to lower it to $1250. 


Livestock Dealers’ License.—H. B. No. 
86 regulates the buying and selling of live- 
stock by providing for the licensing of 
livestock dealers at a fee of $5.00 in the 
county in which they operate. The license 
to expire on the Ist day of June annually 
and may be renewed from year to year. 


Maintenance Tax for Operation of Motor 
Bus, Trucks and/or Trailers—H. B. No. 
321 repeals Chapter 92-29 of Georgia Code 
1933 pertaining to the annual tax (mileage) 
paid by motor carriers for hire and pro- 
vides a maintenance tax upon motor buses, 
trucks and/or trailers based upon weight 
ranging, for passenger carrying vehicles, 
from $1.00 per 100 pounds on buses weigh- 
ing no more than 10,000 to $2.00 per 100 
pounds on buses weighing more than 
15,000; plus a fee based upon the passenger 
capacity of the bus of $2.50 per seat. For 
non-passenger carrying vehicles the fee 
ranges from $5.00 for 1 ton trucks to $1,125 
for 7 ton trucks. For non-passenger ve- 
hicle, used as common carrier, the fee 
ranges from $10 for 1 ton trucks to $1,125 
for 7 ton trucks. For trailers or semi- 
trailers the fees range from $5.00 to $1,000 
based upon weight, and from $10 to $1500 
based upon use. The maintenance tax shall 
become due and payable April 1, 1937, for 
the remainder of the year, the owners of 
trucks, and/or trailers and motor buses 
must register such vehicles before May 1, 
1937. 

Malt Beverages Tax.—H. I}. No. 5& 
amends the state malt beverage law in several 
particulars, increasing the tax on malt bev- 
erages from $1.25 to $2.50 per barrel. 

Milk Control.—H. B. No. 310 regulates 
the distribution and sale of milk, creates a 
Milk Control Board, provides for the li- 
censing of producers, producer-distributors, 
distributors and milk stores at the follow- 
ing rates: Stores, $2.50 annually; producers, 
producer-distributors and distributors, not 
to exceed 2¢ per 100 pounds of milk sold, 
pavable monthly with respect to the milk 
sold during the preceding month. The 
licenses to be in addition to any other 
licenses required by law. The law is tem- 
porary applying only to August 15, 1941. 

Personal Exemption.—H. B. No. 30 sub- 
mits to the people at the next general 
election a constitutional amendment to 
exempt from ad valorem taxation, 








the | 
owner of personal property, of all clothing | 


and also personal property not exceeding 
$300 in actual value, and for other purposes. 

Wine Law.—H. B. No. 723 revises the 
Wine Law, providing for licensing and 
taxing the sale of foreign as well as do- 
mestic wine. The new tax rates are 10¢ 
per gallon on domestic (Georgia) wine not 
over 14% by volume, 30¢ per gallon on 
domestic wines of 14 to 21% by volume, 
40¢ per gallon on foreign wine up to 14% 
and 60¢ per gallon on foreign wine of 
14 to 21%. The tax is payable by stamps. 
The Federal Alcohol Administration’s Reg- 
ulations No. 4 as to labeling of wine are 
adopted as state regulations. The Act is 
to be administered by the State Revenue 
Commission. 


IDAHO 


The Idaho Legislature adjourned March 
6, 1937. The following are approvals since 
the last issue of the Bulletin: 


Approvals 


Business Licenses.—S. B. No. 143 pro- 
vides for a license for apprentice embalmers. 

S. B. No. 172 provides for practice and 
and licensing of chiropractors. 

H. B. No. 157 provides for regulation of 
sale of narcotic drugs. 

H. B. No. 216 provides for a license by 
creameries, milk condenseries, ice cream 
factories, reprocessing plants, cheese fac- 
tories and casein plants. 

H. B. No. 235 requires a license to be 
procured by each insurance agent. 

H. B. No. 251 provides for a license to 
be procured by each person engaged in the 
business of buying and selling eggs. 

H. B. No. 284 provides for a license tax 
for the privilege of contracting with the 
Public Works Department. 

H. B. No. 326 provides that a contractor 
must have paid all his taxes which are due, 
before he can contract for any public works 
in this State. 

H. B. No. 379 provides for establishment 
of an Idaho Fruit and Vegetable Commis- 
sion, and imposes a tax to defray costs of 
an advertising campaign. 

Corporation Existence.—S. B. No. 179 
provides for extending the period of a 
corporation existence upon approval of 
two-thirds of the stockholders. 


Foreign Corporations Resuming Busi- 
ness.—S. B. No. 158 makes provisions for 
foreign corporations to resume business 
in this state, after they have surrendered 
their license. 


Foreign Corporations Surrendering Li- 
censes.—S. B. No. 159 provides for a method 
for foreign corporations to surrender their 
licenses to do business in this state. 


Insurance Taxes.—S. B. No. 20 provides 
for a tax of 3% on gross premiums col- 
lected by insurance companies. 


Motor Vehicles.—H. B. No. 300 defines 
powers and duties of the department of law 
enforcement. 


for payment of delinquent taxes in semi- 
annual installments. 

H. B. No. 188 provides for a tax levy 
for general school purposes. 

H. B. No. 258 fixes the maximum tax levy 
to be collected and apportioned to the 
County Noxious Weed Eradication Fund. 

H. B. No. 333 provides for acquisition 
by cities of airports to be paid for by a 
special tax levy. 


Property Taxes.—I1. B. No. 152 provides | 
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H. B. No. 400 provides for establishment 
of flood control districts, and for an assess- 
ment for their maintenance. 

H. B. No. 447 provides for an annual ad 
valorem tax on all property not legally 
exempt. 

H. B. No. 455 provides for a tax sufficient 
to pay the interest and principal of the 
State Hospital Bonds. 

H. B. No. 456 provides for the building 
of a state school and authorizes a tax levy 
for payment of the bonds issued for its 
construction. 


ILLINOIS 


Most significant among the current in- 
troductions are the bills proposing to 
extend the capital stock tax to foreign 
corporations, to increase the franchise tax 


and to continue the three per cent sales 
tax. 


Introductions 
Capital Stock Tax.—H. B. Nos. 586 and 
587 provide for assessment of capital stock 


of foreign corporations. To Revenue Com- 
mittee. 


Chicago—City Franchises.—S. B. No. 302 
gives Chicago city council power to license, 
for revenue, corporations using franchises 
on public streets. To Corporation Com- 
mittee. 

Constitutional Amendment.—H. J. R. No. 
16 proposes to amend the Constitution to 
prohibit the taxing of persons engaged in 
the business of selling food, clothing or 
medicines. To Executive Committee. 

H. J. R. No. 27 proposes a constitutional 
amendment to permit classification of prop- 
erty for taxation. To Executive Committee. 

H. J. R. No. 30 proposes a constitutional 
amendment to abolish tax levy limitations. 

Corporation Franchise Tax.—H. B. No. 
562 doubles the franchise tax on domestic 
and foreign corporations. To Revenue 
Committee. 

Gross Income Tax.—H. J. R. No. 33 
proposes an investigation of the practi- 
cability of a gross income tax. To Execu- 
tive Committee. 

Highway Advertising—H. B. No. 569 
restricts highway advertising and licenses 
all such signs. To Roads and Bridges 
Committee. 


Inheritance and Gift Taxes.—H. B. No. 
668 amends the act taxing gifts and inherit- 
ances. To Judiciary Committee. 

Licenses.—H. LB. No. 595 regulates the 
occupation of watch repairing. To License 
and Miscellany Committee. 

H. B. No. 656 regulates and licenses 
retail installment sales. To Judiciary 
Committee. 

S. B. No. 222 licenses plumbers. To 
Public Health Committee. 

S. B. No. 289 reduces fee for plumbers’ 
licenses. To License and Miscellany 
Committee. 

S. B. No. 295 licenses restaurants. To 
License and Miscellany Committee. 

S. B. No. 296 licenses canvassers and 
itinerant vendors. ‘To Corporations and 
Municipalities Committee. 

Milk Products Tax.—H. B. No. 600 taxes 
distributors of filled milk products as fol- 
lows: milk, 1¢ per pint; cream, 8 cents per 
pint; evaporated milk, 2 cents per 14% oz.; 
powdered milk, 5 cents a pound; powdered 
cream, 14 cents a pound. To Agricultural 
Committee. ; 
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Motor Fuel Tax.—H. B. No. 667 makes 
kerosene subject to motor fuel tax. To 
Revenue Committee. 


Motor Vehicles.—H. B. No. 545 reduces 
motor vehicle fees 10 per cent if application 
for reregistration is made in December and 
adds 10 per cent on such applications filed 
after January first. —To Roads Committee. 

H. B. No. 646 provides for a flat fee of 
$5 for motor vehicles. To Motor Vehicles 
Committee. 


Municipal Power to License.—H. B. No. 
651 empowers counties to tax and license 
second hand dealers and junk businesses. 
To Public Welfare Committee. 

S. B. No. 303 gives all cities power to 
license sale of cigarettes. To Corporations 
Committee. 

S. B. No. 308 enables cities to tax foreign 
fire insurance companies. To Corporations 
Committee. 

S. B. No. 309 permits cities to license 
junk dealers. To Corporations Committee. 


Property Taxes.—H. B. No. 571 revises 
the school tax levies. To Revenue Com- 
mittee. 

H. B. No. 578 provides for adjudication 
and settlement of tax levies in Chicago. 
To Revenue Committee. 

H. B. No. 588 permits deduction of cur- 
rent debts in listing credits under assess- 
ment of property act. To Revenue Committee. 

H. B. No. 627 provides for a complete 
revision of the revenue laws. To Revenue 
Committee. 

H. B. No. 652 increases school tax rates. 
To Education Committee. 

H. B. No. 657 provides for a complete 
new revenue code. To Revenue Committee. 

H. B. No. 661 increases school tax rate. 
To Education Committee. 

S. B. No. 251 fixes Chicago library tax 
to yield $2,000,000. To Judiciary Committee. 

S. B. No. 252 fixes Chicago tuberculosis 
sanitarium tax to yield $3,000,000. To 
Judiciary Committee. 

S. B. No. 263 prohibits double taxation 
for school purposes. To Revenue Com- 
mittee. 


Retailers’ Occupation (Sales) Tax.—H. B. 
No. 563 extends the three per cent rate to 
July 1, 1939. To Revenue Committee. 
































































INDIANA 


The single approval reported herewith 
concludes the list of tax measures to be- 
come law at the 1937 session of the Indiana 
Legislature. 


Approval 


Property Taxes.—H. B. No. 232 provides 
for a mode of dealing with delinquent rail- 
road property taxes. 


IOWA 


S. F. No. 316 imposing a permanent 2% 
sales tax and S. F. No. 317 imposing a 2% 
tax on the use of tangible personal property, 
among other bills, have been approved by 
the Governor since the last issue of the 
Bulletin. Other introductions and ap- 
provals are listed below: 


Introductions 


Cigarette Tax.—S. F. Nos. 439 and 465 
provide for a cigarette tax. 


Corporations.—S. F. No. 452 relates to 
fees of private corporations. 








Gasoline Tax.—S. F. No. 322 amends Sec. 
5093-£29, Code 1935, relating to fuel oil tax 
refund on construction and maintenance 
work paid for from public funds. 

Income Taxes.—S. F. No. 461 clarifies 
income tax on trusts and estates. 

S. F. No. 462 creates as a “withholding 
agent” anyone who pays money or controls 
payment of income derived in lowa to non- 
residents and provides for taxing of such 
incomes. 

Motor Vehicles.—H. F. No. 531 and S. F. 
No. 402 extend the date of drivers’ licenses. 

Property Taxes.—H. F. No. 496 provides 
suspension of taxes by recipients of old age 
assistance. 

H. F. No. 516 relates to tax redemptions. 


Approvals 


Poll Taxes.—S. F. No. 2 repeals the $2 
head tax and provides for refund of 1937 
taxes. 


Property Taxes.—S. F. No. 127 relates to 
tax deeds purchased subject to restrictions 
running with the land. 

S. F. No. 184 provides for a Homestead 
Credit Fund and allows credit on home- 
steads up to the value of $2,500. 

H. F. No. 147 levies special assessment 
by counties for agricultural lime. 

H. F. No. 314 authorizes certain towns 
to levy taxes for years 1937 and 1938 to pay 
amounts due on electric light funds. 

Retail Sales Tax.—S. F. No. 316 provides 
for a 2% retail sales tax. 


Use Tax.—S. F. No. 317 imposes a 2% 


tax on the use of tangible personal prop- 
erty. 





KANSAS 


The Kansas Legislature adjourned April 
2, 1937. Significant tax measures enacted 
by this session are the Kansas Sales Tax 
Act, the Compensating Tax Act, a compre- 
hensive income tax amendment (H. B. No. 
549), and H. B. No. 533 setting forth a new 
basis for the taxation of car company prop- 
erty. The Malt Tax laws also enacted at 
this session are of general interest. 


Approvals 


S. B. No. 222 provides a license tax and 
a tax of 5¢ per gallon for the sale of malt 
beverages. Retailers’ license tax yearly 
is $25. 

Business Licenses.—S. B. No. 422 pro- 
vides that nursery stock grown out of state 
must be licensed by the Entomological 
Commission in order to be offered for sale 
in Kansas. Fee $5.00. 

H. B. No. 476 requires osteopaths to pay 
the State Board a renewal fee of $5.00 and 
prove 2 days’ attendance at the Osteopathic 
Educational Program. 

H. B. No. 587 authorizes county boards 
to make rules to cover the sale of malt 
beverages. Licenses permitting sale range 
up to $25 per annum. 

Gasoline Tax.—S. B. No. 461 provides 
that motor vehicle fuel in excess of 20 
gallons in the supply tank of a vehicle shall 
be taxed according to motor vehicle fuel 
law. Vehicles to stop for examination upon 
| entering the state. 

Income Tax.—H. B. No. 542 enacts an 
unemployment compensation law and pro- 
| vides that contributions made by employees 
shall be deductible from taxable income. 



























H. B. No. 549 amends the income tax 
law generally with respect to deductions, 
gifts by corporations, basis of ascertaining 
income of public service companies, penalty 
provisions, and credits allowable. 

Insurance.—H. B. No. 532 provides that 
fire and marine insurance companies and 
casualty or surety companies not incor- 
porated in this state may not write policies 
in this state except through a licensed 
agent of this state or a properly licensed 
non-resident agent. 

Motor Vehicle Registration.—H. B. No. 
210 requires all motor vehicles to have a 
certificate of title and provides for issuance 
and procedure concerning same. 


Parking Stations—H. B. No. 448 pro- 
vides benefit districts for parking stations 
in certain first class cities with condemna- 
tion procedure, and assessments. 


Property Taxes.—H. B. No. 139 provides 
for a tax limitation on municipal high 
school districts; limit to be 6 mills. 

H. B. No. 275 provides for a 2 mill levy 
for the support of municipal universities. 
The levy for the sinking fund for bonds 
is limited to .25 mill per year. 

H. B. No. 597 repeals Sec. 39-340c of the 
General Statutes of 1935 relating to tax 
levies for the poor in certain counties. 

S. B. No. 125 provides an equalization 
plan for school taxes. County school funds 
are reduced to the extent of 14% mill levy 
to go into a school aid fund. 

S. B. No. 139 provides for the extension 
of the lien of tax certificates for as long 
as the redemption period is extended. Pro- 
vision is also made for the attachment of 
the lien for 5 years rather than 4. 


Sales Tax.—S. B. No. 522 levies a 2% 
tax on retail sales of tangible personal 
property and admissions and sales of cer- 
tain utility services. The proceeds to go 
for social security. 

Use Tax.—H. B. No. 619 provides for a 
consumer use tax of 2% to supplement the 
Sales Tax enacted by S. B. No. 522. 

Utilities—H. B. No. 533 provides for 
taxation of car companies on the basis of 
the proportion of business done in Kansas 
to gross earnings. 


MAINE 


The 1937 Regular Session of the Maine 
Legislature convened on January 6, 1937. 
The following bills in addition to those 
previously reported have been introduced. 


Introductions 


Alcoholic Beverages.—S. B. No. 508 re- 
vises all liquor laws, increases license fees 
and limits number of licenses. 

; H. B. No. 1848 imposes a beer importer’s 
ee. 


Business Licenses.—H. B. No. 1834 li- 
censes junk dealers and dealers in second 
hand goods. 

H. B. No. 1835 changes the license fee 
for outdoor advertising to five cents per 
square foot. 

Gasoline Tax.—H. B. No. 1827 provides 
that the gasoline tax be payable annually. 

H. B. No. 1828 relates to the gasoline tax. 

Motor Vehicles.—H. B. No. 1833 relates 
to the registration of stone crushers, well 
drillers, steam shovels, grade rollers and 
woodsawing outfits. 

H. B. No. 1840 relates to the termination 
of registration of motor vehicles. 
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Approvals 
Alcoholic Beverages.—H. B. No. 1626 
relates to holders of malt liquor manufac- 
turing licenses. 
Business Licenses.—H. B. No. 1574 re- 
lates to taking of soft shelled clams. 


Motor Vehicles.—H. B. No. 469 requires 
a physical examination of new applicants 
for drivers’ licenses. 

H. B. No. 1423 defines the word “chauf- 
feur. 

H. B. No. 1427 requires proof of insurance 
before exemption from registration fees in 
certain cases. 

H. B. No. 1432 relates to fees for regis- 
tration of motor trucks. 

H. B. No. 1756 relates to operating ve- 
hicles on roads and bridges without special 
permit. 


MARYLAND 


The Maryland Legislature which con- 
vened on January 6, 1936, adjourned on 
April 5, 1936. The following are approvals 
since the last issue of the Bulletin. 


Approvals 

Admissions, Cosmetics and Liquor 
Taxes.—H. B. No. 641 extends the collec- 
tion of the admissions, cosmetics, beer and 
distilled liquor taxes until May 31, 1937. 

Alcoholic Beverage Taxes.—S. B. No. 58 
provides for licensing of liquor dealers in 
Howard County. 

Property Taxes.—H. B. No. 29 amends 
Secs. 120H and 120J of Art. 6 of the Public 
Local Laws, 1930, relating to the sale of 
personal property of delinquent taxpayers. 


MASSACHUSETTS 


The 1937 Regular Session of the Legis- 
lature convened on January 6, 1937. The 
following bills, in addition to those previ- 
ously reported have been introduced: 


Introductions 

Motor Vehicles.—S. B. No. 351 relates 
to changing the expiration date of regis- 
tration of motor vehicles. To Highways 
and Motor Vehicles Committee. 

H. B. No. 1724 prohibits discrimination 
as to age in examinations of applicants for 
licenses to operate motor vehicles. 

Property Taxes.—H. B. No. 1665 relates 
to the reimbursement of cities and towns 
for loss of taxes on certain lands owned 
by the commonwealth. 

H. B. No. 1680 prevents restrictions in 
deeds and other legal instruments being 
impaired or imperiled by a tax sale of 
property. 

Taxation Generally.—H. B. No. 1679 in- 
creases the scope of the investigation to 
be made by the special commission on 
taxation and public expenditures. 


Approvals 

Business Licenses.—H. B. No. 997 relates 
to methyl or wood alcohol, so called, and 
certain preparations containing such ‘alco- 
hol. Chapter 177. 

H. B. No. 1462 provides that licenses to 
sell soft drinks on Sunday may be issued 
pe April to take effect May 1. Chapter 


H. B. No. 1623 relates to the sale of 
artificial flowers by hawkers and peddlers. 
Chapter 130. 

Corporation Excise Tax.—H. B. No. 1641 
relates to the distribution of certain cor- 
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poration taxes and to the appearance of 
the commissioner of corporations and tax- 
ation before the courts. Chapter 108. 

Motor Vehicles.—H. B. No. 1051 relates 
to the licensing by the police commissioner 
of Boston of certain motor vehicles trans- 
porting property for hire. Chapter 122. 

H. B. No. 1608 relates to revocation of 
licenses to operate motor vehicles on con- 
viction of operating negligently so that the 
lives or safety of the public might be en- 
dangered. Chapter 117. 

Property Taxes.—H. B. No. 1520 relates 
to forms of application for abatement of 
taxes and certain other forms and the ap- 
proval thereof by the commissioner of 
corporations and taxation. Chapter 135. 

H. B. No. 1606 relates to assessment of 
real estate of deceased persons in certain 
instances. Chapter 114. 

H. B. No. 1612 relates to exemption from 
the payment of local taxes on tangible 
personal property. Chapter 132. 


MICHIGAN 


Amendments to the Sales Tax Law com- 
prise the chief tax bills introduced for 
consideration of the Michigan Legislature 
since the last printing of this Bulletin. ‘The 
bills, as well as others affecting taxation, 
introduced and not previously reported are 
listed below. 


Introductions 


Building Contractor License.—H. B. No. 
408 licenses any person engaged in resi- 
dential building as a contractor. To State 
Affairs Committee. 

Motor Boats Rental—H. B. No. 134 
licenses motor boats for rental. To State 
Affairs Committee. 

Motor Vehicles.—S. B. No. 191 regulates 
and licenses dealers and salesmen of motor 
vehicles at retail. To State Affairs Com- 
mittee. 

Nurserymen.—H. B. No. 341 reduces 
nurserymen’s license fee to $15. To Agri- 
culture Committee. 

Sales Tax.—H. B. No. 429 repeals exemp- 
tion of agricultural producing, industrial 
processing and commercial advertising. 
Adds 1% tax on gross proceeds of sellers 
of alcoholic beverages. To Taxation 
Committee. 

Sales Tax Increase.—H. B. No. 393 in- 
creases sales tax to 4% for period from 
June 30, 1937 to July 1, 1938. To Taxation 
Committee. 

Sales Tax on Intangibles—H. B. No. 
357 imposes a 3% tax on sales of intangible 
personal property at retail. To General 
Taxation Committee. 

Sales Tax Refunds.—S. B. No. 188 pro- 
vides for refunds of tax paid on industrial 
processing, agricultural producing or com- 
mercial advertising from July 1, 1933 to 
May 23, 1935. To Taxation Committee. 

Second Hand Dealers—H. B. No. 254 
licenses second hand dealers. To State 
Affairs Committee. 

Tax Limitation.—S. B. No. 95 establishes 
a minimum tax rate of 2 mills for port dis- 
tricts. To Taxation Committee. 


MINNESOTA 


Introductions 


Chain Store Taxes.—H. B. No. 1711 pro- 
vides for a graduated tax on stores, rising 
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$5 per store, from $15 for first store, to $300 
for 58th and subsequent stores; also gross 
sales tax in flat amounts, ranging from 
$10 on $50,000 or less, to $1,650 on 
$1,000,000 or less, plus $750 per additional 
$100,00. Mail order chains pay double tax. 

H. B. No. 1706 provides for a tax on 
chain farming. 


Property Taxes.—H. B. No. 1437 author- 
izes immediate sale of certain lands ac- 
quired by state for taxes for 1926 and 
1927. To Taxes Committee. 

H. B. No. 1490 authorizes tax levy for 
construction of roads in unorganized ter- 
ritory. To Towns and Counties Commit- 
tee. 

H. B. No. 1651 authorizes state to ac- 
quire certain lands bid in for delinquent 
taxes, without notice of expiration of time 
for redemption. To Taxes Committee. 

H. B. No. 1672 gives owners of lands 
sold for taxes to state the option to re- 
purchase. To Taxes Committee. 


S. B. No. 1237 authorizes immediate sale 
of certain lands acquired by state for 
1926-27 taxes. To Taxes Committee. 


Motor Vehicles.—H. B. No. 1406 consoli- 
dates auto chauffeur and driver’s licenses 
and highway patrol in public safety dept. 
To Motor Vehicles Committee. 

S. B. No. 1298 and H. B. No. 1545 ac- 
quires charge of plates with transfer of 
motor vehicle ownership. To Motor Ve- 
hicles Committee. 


S. B. No. 1380 and H. B. No. 1619 tax 
passenger motor vehicles on value above 
$1,000 at 3% rate instead of 2.2%. To 
Motor Vehicles Committee. 


Gasoline Tax.—H. B. No. 1507 exempts 
gasoline used for road machinery. To 
axes Committee. 


S. B. No. 1299 changes the definition of 
fuels in gasoline tax law. To Gen. Legis. 
Committee. 

H. B. No. 1719 amends law relating to 
motor fuel. 


Tractor Fuel.—H. B. No. 1713 and S. B. 
No. 1484 defines tractor fuel, regulates sale 
thereof, and exempts it from gasoline tax. 
To Motor Vehicles Committee. 


Cigarette Tax.—H. B. No. 1480 and S. B. 
No. 1223 levies a tax of 2% cents per pack 
of 20 cigarettes, 2 cents each 20 or less 
additional; 1 cent per 50 papers, books of 
cigarette papers. To Taxes Committee. 


Alcoholic Beverages.—H. B. No. 1467 
amends liquor law regarding off-sale li- 
censes in a certain village. To Liq. Con- 
trol Committee. 


S. B. No. 1238 and H. B. No. 1380 allows 
certain 4th class city to grant on-sale 
licenses in addition to its municipal off- 
sale store. To Liquor Control Committee. 


S. B. No. 1254 forbids importation into 
state of whiskey less than 18 months old, 
except for processing. To Liq. Cont. Com- 
mittee. 

S. B. No. 1253 boosts whiskey tax: 60c 
for that under 18 months age, $1 over 18 
months, $2 on all foreign liquors. To 
Taxes Committee. 

S. B. No. 1324 imposes 25 cents for each 
license on liquor purchasers. To Liquor 
Control Committee. 

S. B. No .1398 and H. B. No. 1654 amends 
Mason’s, 1927 Stat. Sec. 3200-21 and 25, to 
allow liquor licenses for summer resorts, 





To Liquor Control Committee. 
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H. B. No. 1708 increases taxes on wines | 


and liquors. 

H. B. No. 1737 provides for individual 
permits for purchase of intoxicating liq- 
uors. To Liquor Control Committee. 

Business Licenses.—H. LB. No. 1524 and 
S. B. No. 1289 license persons engaged in 
loaning money to private individuals. ‘To 
anks Committee. 


H. B. No. 1704 amends laws relating to | 


licenses and bonds of dealers in securities. 

H. B. No. 1707 provides for a tax on 
gain in real estate transactions. 

S. B. No. 1462 regards the licensing of 
Christmas tree dealers, etc. To Reforesta- 
tion Committee. 

S. B. No. 1497 provides 
of egg candlers and dealers. 


for licensing 


Iron Mining Tax.—H. B. No. 1550 in-| 


creases occupational tax on iron mining 
from 6% 


cupational, 


Banks.—S. B. No. 1281 boosts bank ex- 
amination fees. To General Orders Com- 
mittee. 


Insurance.—H. B. No. 1685 provides for 
additional insurance premium surcharge 
To Cities Committee. 

Radio Tax.—S. B. No. 1389 and H. B. 
No. 1631 imposes a 5% gross earnings tax 
on broadcasters. To Taxes Committee. 

Public Utilities—H. B. No. 1679 elimi- 


nates exemption of railroads from other | 


than gross earnings taxes; subjects grant 
lands to taxes. 

H. B. No. 
telephone companies a fee for use of pub- 
lic property. To Cities Committee. 

H. B. No. 1593 allows cities to charge 


telephone companies gross earnings fee. | 


To Cities Committee. 


Iron Ore Tax.—S. B. No. 1385 increases | 
iron ore occupational tax from 6% to 8%. | 


To Taxes Committee. 
S. B. No. 1384 increases iron ore royalty 
tax from 6 to 8%. To Taxes Committee. 
Oleomargarine.—H. B. No. 1494 amends 


Sec. 3855-10, Masons 1927 Statutes to cover | 
products of character like oleomargarine. | 


To Dairy Products Committee. 


Approvals 
Insurance.—S. B. No. 176 which increases 


tax on fire insurance premiums from %ths 
to ™% per cent was approved March 19, 


1937; now becomes Chapter 77, L. 1937. 


Property Taxes.—S. B. No. 318 relating | 


to school tax in Duluth was approved 
March 23, 1937; now becomes Chap. 85. 
kL. FS. 


MISSOURI 


The following lists the bills introduced 
and laws approved affecting taxation not 
previously reported herein. 


Introductions 
Alcoholic Beverages.—H. B. No. 


states to determine if any 
against liquor in Missouri and if so to prohibit 
importation of liquor from such states. 


Income Taxes.—S. B. No. 178 relates to! 


time of delinquency of income taxes. 
Tax Commission.—S. B. No. 205 


mission. 


to sliding 6% to 14%; abolishes | 
royalty tax; new method of computing oc- | 
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Approvals 

Personal Property — Public Utilities. 
—S. B. No. 93 classifies as personal prop- 
erty all mains, pipes, meters and other 
equipment, parts of a unified distributing 
system for supplying water or gas to two 
or more incorporated municipalities and 
to be taxable where situated. 


MONTANA 


The Montana Legislature adjourned on 
March 5, 1937. The following are ap- 
provals in addition to those reported in the 
last issue of the Bulletin. 


Approvals 
Alcoholic Beverage Taxes.—S. B. No. 71 
amends the Liquor Control Act relative to 
the regulation and control of alcoholic 
liquor and beer. 


Gasoline Tax.—H. B. No. 234 relates to 





1592 allows cities to charge | 


331 | 
directs the Attorney General to examine | 
the liquor laws and regulations of other | 


pro- | 
vides for the establishment of a tax com- 


the refund of gasoline taxes. 
Initial Taxes—Doing Business.—II. Bb. 
No. 113 relates to the requirements of for- 


| eign corporations to do business in the 
State. 


H. B. No. 124 authorizes the amendment 





|of articles of incorporation of corpora- 
| tions organized under State laws under 
certain circumstances. This bill now be- 
comes Ch. 27. 


Property Taxes.—S. B. No. 44 relates to 
interest on special assessments. 

H. B. No. 28 relates to the effect of tax 
| deeds. 

H. B. No. 78 provides for a one mill tax 
levy for the maintenance of police reserves. 

H. B. No. 96 legalizes and validates sales 
| of real property owned by any county in 
| the State. 
H. B. No. 153 provides for the levy of 
| taxes by counties for old age assistance. 

H. B. No. 352 provides for tax levies for 
state purposes for years 1937 and 1938. 

Royalty in Kind.—H. B. No. 131 repeals 
Sec. 2090.1, Revised Codes of Montana, 


1935, relating to the assessment of royalty 
in kind. 


NEBRASKA 


The following bills have been acted up- 
on recently during the current session of 
|} the Unicameral Legislature of Nebraska 


Approvals 

Alcoholic Beverages.—L. B. No. 523 in- 
creases the gallonage taxes on liquor. 

Business Licenses.—L. B. No. 50 regulates 
itinerant merchants; requires a thousand 
dollar surety bond, a license fee of one 
hundred dollars and an occupation tax of 
fifty dollars. 

L. B. No. 301, a companion to L. B. No 
300, defines the requirements for an em- 
balmer’s license. 

Motor Vehicle Fuels——I.. B. No. 97 
regulates, as a safety measure, the trans- 
portation of motor vehicles; financed by 
fees to be charged. 

lL. B. No. 158 provides a motor vehicle 
fuels tax of five cents, and provides for 





discriminate} the distribution thereof. 


Public Utilities—L. B. No. 179 places| 


| telephone companies 
commission and 
tenths of one 
revenues, 


Tax Levy.—L. B. No. 123 reduces the 
|annual levy for general purposes from 


under the railway 
imposes a tax on two- 
per cent of their gross 
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fifteen mills to five in cities of from 5,000 
to 25,000 inhabitants. 

L. B. No. 143 provides that municipali- 
ties may make a levy of 4% mill for the 
relief of indigent and unemployed residents 
for the next two years. 

L. B. No. 172 provides that municipalities 
under 25,000 shall levy an additional mill 
for comfort stations. In hands of Gov- 
ernor. 


NEVADA 


The Nevada Legislature which convened 
January 18, 1937 adjourned March 18, 1937. 


Approvals 


Cigarette Tax.—S. B. No. 161 exempts 
railroads from payment of the cigarette 
license tax. 


Contractors.—A. B. No. 207 amends law 
relating to registration of public works 
contractors. 


Mines.—A. PB. No. 5 allows deduction of 
royalties from tax on net proceeds of 
mines. 

Motor Vehicles.—S. B. No. 61 
law relating to registration 
vehicles, trailers, etc. 

S. B. No. 74 amends Public Service 
Commission Act to redefine “convoys,” to 
place taxis under the provisions of such 
Act, and to fix a license fee. 

A. B. No. 79 amends motor vehicle regis- 
tration law. 

A. B. No. 89 extends time in which to 
purchase auto licenses for 1937. In hands 
of Governor. 


Property Taxes.—S. PB. No. 71 ainends 
law relating to state revenues. 

S. B. No. 135 amends law 
revenue for the state. 

A. B. No. 286 amends law relating to 
hospital maintenance levy. 

A. B. No. 302 provides for a high school 
tax levy. 


amends 
of motor 


providing 


NEW HAMPSHIRE 


The following bills have been introduced 
or approved in addition to those previously 
reported. 


Introduction 
S. B. No. 69 relates to licenses to operate 


motor vehicles. To Revision of Laws 
Committee. 
Approval 
H. B. No. 144 requires inspection of 


nurseries and nursery stock. 


NEW JERSEY 


The 1937 Regular Session of the New 
Jersey Legislature convened on January 
12, 1937. The Governor has approved A. I}. 
No. 221 providing for a general revision of 





| the Act imposing franchise taxes on foreign 
| corporations. The following bills in addi- 
| tion to those previously reported, have 
been introduced. 


Introductions 


Alcoholic Beverages.—A. B. No. 484 per- 
| mits up to 5,000 gallons of still and fortified 
| wine to be manufactured under a single 
| license at $200. To Alcoholic Beverages 
Committee. 

Business Licenses.—A. B. No. 455 pro- 
| vides for the licensing of restaurants. To 
| Public Health Committee. 
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Inheritance Tax.—A. B. No. 473 permits 
the inspection of inheritance tax returns by 
assessors of the taxing district concerned. 
To Judiciary Committee. 


Property Taxes.—S. B. No. 179 provides 
for a $10 deposit to be filed with tax ap- 
peal cases, which shall be forfeited in un- 
successful petitions. To Taxation Com- 
mittee. 

S. B. No. 189 permits municipalities to 
determine a discount rate for previous pay- 
ment of taxes; limited to 6%. To Taxation 
Committee. 

S. B. No. 191 makes numerous amend- 
ments to the tax act concerning the re- 
demption of property. To Taxation 
Committee. 

S. B. No. 192 makes various amendments 
to the Tax Act respecting sales for de- 
linquent taxes. To Taxation Committee. 

S. B. No. 217 creates County Boards of 
Taxation consisting of five members in 
first and second class counties. To Taxa- 
tion Committee. 

S. B. No. 221 regulates the schedule of 
fees on tax appeal cases. To Judiciary 
Committee. 

A. B. No. 467 authorizes a municipality 
to cancel its tax lien on property used for 
hospital purposes where such property has 
been exempted subsequent to the acquisi- 
tion of the tax lien. To Taxation Com- 
mittee. 

A. B. No. 468 extends the time for the 
completion of railroad tax hearings by the 
State Board of Tax Appeals. To Taxation 
Committee. 

A. B. No. 475 provides for the payment 
of a $2.00 filing fee to the County Board of 
Taxation in tax appeals. To Judiciary 
Committee. 

A. B. No. 476 provides for the payment 
of a $5.00 filing fee to the State Board of 
Tax Appeals in tax appeals. To Judiciary 
Committee. 

A. B. No. 477 prohibits the recording of 
conveyances unless taxes are paid. To 
Judiciary Committee. 


Approvals 


Franchise Tax.—A. B. No. 221 revises 
the act imposing franchise taxes on foreign 
corporations. Chapter 25. 


Inheritance Tax.—A. B. No. 162 regu- 
lates the adjustment of past due inherit- 
ance taxes. Chapter 17. 


NEW MEXICO 


The New Mexico Legislature adjourned 
on March 13, 1937. The following ap- 
Pprovals are in addition to those previously 
reported. 


Approvals 


Alcoholic Beverage Taxes.—S. B. No. 
104 revises and codifies the laws regulating 
and controlling the sale and manufacture 
of alcoholic beverages and provides for li- 
cense fees and excise taxes. 

Business License Taxes.—S. B. No. 37 
Provides for the annual inspection of 
nurseries and assesses fees therefor. The 
bill becomes Ch. 118. 

S. B. No. 90 amends the Embalmers Law. 

H. B. No. 50 authorizes the licensing of 


livestock sales rings. This bill becomes 
Ch. 59. 





H. B. No. 59 provides for licensing of 
egg dealers. 

H. B. No. 99 regulates the barber in- 
dustry, enlarging the powers of the State 
Barber Board. 

H. B. No. 203 provides for the regula- 
tion and control of cosmetology and the 
beauty culture industry. 


Gasoline Tax.—S. B. No. 80 provides for 
the regulation of the sale of petroleum 
products. 


Initial Taxes—Doing Business.—S. B. 
No. 75 provides for the organization of co- 
operative associations and_ prescribes 
license fees. This bill becomes Ch. 252. 

S. B. No. 222 provides for service of 
process and writs upon nonresident per- 
sons entering into contracts with the State 
or political subdivisions thereof. 


Motor Vehicles and Carriers.—H. B. No. 
61 amends Ch. 120, Laws 1933, relating to 
the licensing of motor carriers. 

H. B. No. 78 amends Ch. 154, Laws 1933 
relative to supervision and registration of 
the business of transportation by motor 
vehicles for hire. 

H. B. No. 210, provides for the forfeiture 
and disposal of fees received for contract 
and common carrier permits where appli- 
cations therefor have not been filed with 
the Corporation Commission. The bill 
now becomes Ch. 191. 


Property Taxes.—S. J. R. No. 13 au- 
thorizes and directs the State Tax Com- 
mission to investigate the valuation of 
telephone and telegraph companies. 

S. B. No. 28 amends the law relative 
to appeals on actions to correct assess- 
ment. This bill now becomes Ch. 139. 

S. B. No. 156 relates to property assess- 
ment for maintaining streets. 

S. B. No. 226 provides the method for 
the sale of lands deeded to the state for 
delinquent taxes. The bill now becomes 
Ch. 255. 

H. B. No. 66 relates to the purchase of 
property foreclosed under municipal liens. 
This bill now becomes Ch. 187. 

H. B. No. 97 cancels tax lien certificates 
for 1930 and prior years. 

H. B. No. 218 amends Sec. 1, Ch. 86, 
Laws 1933 relative to the time of ap- 
praisals and valuations of real property. 


NEW YORK 


The New York Legislature has again 
extended all of the State’s emergency taxes 
for another year. These laws and others 
affecting taxation are listed under “ap- 
provals” below. 


Introductions 


Additional Personal Income Tax.—S. B. 
No. 1854 imposes an emergency filing fee 
or tax of $4 on gross personal incomes of 
$1,000 or more for 1937. To Tax Com. 

Alcoholic Beverages.—S. B. No. 1655 
licenses retail vendors of package beer and 
prescribes fee of $75 for each vehicle 
operated. To Excise Com. 

Banking Business.—S. B. No. 1674 and 
A. B. No. 2336 provide relief from taxa- 
tion of certain transactions of reorganized 
banks etc. To Banks Com. 


Corporate Organization Taxes.—S. B. 


H. B. No. 57 amends the cosmetology | No. 1785, A. B. No. 2314 relates to taxes 


law relative to requirements of applicants. | on organization and changes of capital of 
This bill now becomes Ch. 221. 


stock corporations. To Tax Com. 
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Corporation Franchise Tax.—S. B. No. 
1555 requires holding corporations to file 
consolidated return with subsidiaries sub- 
ject to tax. To Tax Com. 


Factors.—A. B. No. 2347 provides for 
the licensing of factors. To Rules Com. 


Foreign Corporations.—S. B. No. 1491 
and A. B. No. 2380 provide that a corpora- 
tion holding real estate in the state shall 
be considered doing business in the state 
for franchise tax purposes. To Tax Com. 


Foreign Corporations—License Fee.— 
S. B. No. 1845 relates to the license fee of 
foreign corporations. To Tax Com. 

Gasoline Mixture—S. B. No. 1816 and 
A. B. No. 2389 provides that any kerosene 
mixture suitable for the operation of a 
motor vehicle shall be a motor fuel for tax 
purposes. To Tax Com. 


Investment Trust.—S. B. No. 1846 de- 
fines investment trust for the purpose of 


the franchise tax on business corporations. 
To Tax Com. 


Life Insurance Dept. of Savings Banks. 
—A. B. No. 1984 permits savings banks to 
have life insurance depts. and provides for 
the regulation and taxation thereof. To 
Banks Com. 


Milk Tax.—S. B. No. 1529 and A. B. No. 
2109 repeal the sections discontinuing the 
milk publicity tax. To Finance Com. 


Mortgage Tax.—A. B. No. 1958 exempts 
from the mortgage tax mortgages on real 
estate within the state substituted for other 
mortgages on the same property in re- 
organization proceedings. To Tax Com. 

Motor Vehicle Lenders.—S. B. No. 1617, 
A. B. No. 1848 license motor vehicle finance 
lenders. To Banks Com. 


Motor Vehicle Registration.—A. B. No. 
2052 reduces registration fee for motor 
vehicles of less than 3500 Ibs. from 50 to 
30 cents per 100 Ibs. and for those over 
3500 Ibs. from 75 to 45 cents per 100 lbs. 
To Motor Vehicles Com. 

New York City Enabling Law.—A. B. 
No. 2122 extends to July 1, 1938 the power 
of the city of New York to impose emer- 
gency taxes. To N. Y. City Com. 


New York City Taxes.—A. B. No. 2090 
reduces from 10 to 7% interest on unpaid 
taxes from April 1, 1937 to date of pay- 
ment. To Tax Com. 


Personal Income Tax.—S. B. No. 1508, 
H. B. No. 2019 permit imposing personal 
income tax on salary of public officer. To 
Judiciary Com. 

S. B. No. 1527 exempts salaries of Judges 
from personal income tax. To Tax Com. 


Stock Transfer Tax.—S. B. No. 1492 and 
A. B. No. 2382 provide a penalty of $1 
instead of $10 for each share of stock en- 
tered on the book without payment of the 
tax. To Tax Com: 


Valuation of Real Estate—S. B. No. 
1739 provides that all real property shall 
be assessed at full annual income value in- 
stead of full value. To Tax Com. 


Wine Tax.—S. B. No. 1726 reduces the 
tax on artificially carbonated sparkling 
wines from 20 to 10 cents per gallon and 
from 40 to 20 cents on natural sparkling 
wines. To Tax Com. 


World’s Fair Buildings.—S. B. No. 1789 
exempts certain non-profit corporations or- 
ganized for the World’s Fair from taxation. 
To Finance Com. 
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Approvals 


Corporation Franchise Tax.—S. B. No. 
4 imposes the increased franchise tax rate 
of 6% for the year beginning November 1, 
1938. Chap. 183, L. 1937. 


Estate Tax.—S. [}. No. 4 extends the 
emergency rates to apply to estates of per- | 
sons dying before July 1, 1938. Chap. 182, 
kL. ISG. 


Extension of Time for Collection of | j 
Taxes.—A. B. No. 528 permits the county 
treasurer to extend the time for the col- 
lection of taxes to June 1 in any 


Motor Vehicle Registration.—H. B. No. 
497 requires the registration of motor 
vehicles, trailers and semi-trailers and re- 
| quires the payment of fees thereon and 
| the issuance of certificates of title. 


Property Taxes.—S. B. No. 125 amends 
Article 13 of Chapter I of the Consolidated 
Statutes relating to sales of real estate so 
as to fix venue in such proceedings. 

H. B. No. 90 validates real property list- 
ings. 

it B. No. 128 amends Chapter 441, Pub- 
lic Laws, Session 1931 relating 


‘ vear in-| levies in certain counties. 
stead of April 1. Chap. 121, L. 1937. H. B. No. 345 is the Machinery Act and | 


Gasoline Tax.—S. |}. No. 4 continues the 
emergency one cent per gallon tax on gas- 


oline to June 30, 1938. Chap. 180, L. 1937. 


Personal Income Tax.—S. B. No. 441 
imposes the emergency tax of 1% on per- 
sonal income for 1937. Chap. 184, L. 1937. | Stat. providing for tax on agricultural 

Registration of Trailers—A. B. No. | fie. 0 hog provide a tonnage tax on| 
1075 makes the annual registration fee for | '4N@ Plaster 
semi-trailers apply to hoat trailers, ¢ camp-| H. B. No. 1230 authorizes counties and 
ing trailers, house or coach trailers and | Municipalities to sell lands acquired at fore- 
machine trailers used exclusively to trans-| Closure sale of tax sale certificates and 
port a machine from one place to another. | t@x liens without advertising. 

Chap. 92, L. 1937. Sales Tax.—S. B. No. 264 provides for 

Stock Transfer Tax—S. B. No. 4 ex-| regulations so as to prohibit unfair trade 
tends the additional emergency tax on | practices in the administration of the 
stock transfers to June 30, 1938. Chap. 181,| General Retail Sales Tax Law. 


[.. 1937. Tobacco.—_S. B. No. 97 supplements 
Unincorporated Business Tax.—S. P. H. B. 20 which provides for the regulation 


No. 436 extends the tax on unincorporated - = ager ype sale, marketing and 
businesses to apply to net income of such|“!Stribution of tobacco. 


property at its true value in money 
provides for the taxation of such property | 


taxing authorities. 
H. B. No. 875 amends Sec. 4721, Con. | 





businesses for 1937. Chap. 179, L. 1937. H. B. No. 20 provides for the regulation 
| of the production, sale, marketing and dis- 
tribution of tobacco. 
NORTH CAROLINA H. B. No. 649 provides for a tax on 
The North Carolina legislature ad-|scrap or untied tobacco and_ licenses 
journed on March 23, 1937. The most im-| buyers. 
portant laws enacted are H. B. No. 35) 


NORTH DAKOTA 


| 





(The General Revenue Act) previously re- 
ported and H. B. No. 345 (The Machinery 
Act) reported in this issue of the Bulletin. | 


| First Special Session convened on March 


Approvals 8 and adjourned on March 10, 1937. 
Alcoholic Beverages—H. B. No. The following are approvals since the 
amends H. B. No. 55, Chap. 418, Public | | last issue of the Bulletin: 


Laws 1937, relating to manufacture, sale, | R lar S p 
and control of alcoholic beverages. eguiar session 
Business License Taxes.—S. 3. No. Approvals 


145] 
licenses real estate brokers. | Alcoholic Beverage Taxes.—S. B. No 
S. B. No. 392 amends section 7251 (t),| 151 provides for a license by railroad com- 
volume 3 of the Consolidated Statutes, re-| panies to sell intoxicating liquors. 
lating to payment of bakery inspection fees | 
| 


by farm women. 


beer sold in this State. 


S. B. No. 441 amends Chapter 62 of the ’ . . . | 
Public Laws of 1931 relating to the prac-| , Business Licenses.—S. B. No. 153 pro- | 
tice of general contracting. vides for registration of all livestock 


H. B. No. 138 requires insurance com- | 
panies maintaining branch or other offices | 
in the State to obtain a license. | 

H. B. No. 177 provides for inspection of | 


sioner and provides for a fee. 
S. B. No. 256 provides for a Certificate of 
Registration of all schools for hairdressers 





gasoline, kerosene, and other petroleum | and cosmetologists. ; 
products. | H B. Ne. 3 provides for methods of | 
H. BR. No. 641 clarifies and amends|cream grading and testing and for licens- 


ing of cream buyers. 


Chapter 318, Public Laws 1925, relating to : ; 
B. No. 162 provides for licensing of 


practice of general contracting. 


H. B. No. 838 relates to reduction of con- | creameries, cheese factories, process butter | 


tractors’ licenses. factories, ice cream factories and cream 
H. B. No. 872 amends Revenue Act re- | Stations. 


lating to absorption of tax on motion Pic- | H. B. No. 246 provides for labeling of 
tures. |commercial feeding stuffs. 
H. B. No. 980 regulates sale of coal and| Insurance Taxes.—S. B. No. 110 pro- 
coke in Wilkes County. | vides for organization and incorporation 
H. B. No. 1273 amends Sec. 123, Revenue | of domestic corporations and _ societies 
assessment plan 
providing protective or indemnity benefits. 


Act relating to license tax on local credit operating on voluntary 
reporting agencies. 





The North Dakota Legislature (Regular | 
Session) adjourned on March 5, 1937. The 


medicines with the State Food Commis- | 


| 624 licenses and taxes grevhound racing 
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Motor Vehicle Registration—H. B. No. 
194 requires registering of all used motor 
vehicles brought into this State for resale. 


Property Taxes.—H. B. No. 16 provides 
that the State Tax Commissioner shall 
determine the value of refineries for the 
purpose of taxation. 

H. B. No. 18 provides that mining and 
drilling equipment shall not be taxed until 
such property has been in the State over 
one year. 

H. B. No. 52 provides for an assessment 


to special |on property receiving benefit from irriga- 


tion projects. 
B. No. 185 provides for damages to 


provides for the listing and valuing of all | warrant-holders if any taxing district fails 
and|to follow statutory proceedings. 


H. B. No. 304 provides for the assess- 


by counties, municipalities.and other local | ment of car line, express and air trans- 
| portation companies. 


Senate Resolution N requests that Con- 
gress amend the Federal law so as to permit 
states to tax national banks. 


Public Utilities—H. B. No. 124 gives to 


ithe Board of Railroad Commissioners the 


power to determine the rates of all tele- 
phone and telegraph companies, pipe line 
companies, oil, water and electric com- 
panies. 

Rural Electrification—H. B. No. 346 
provides for incorporation of co-operative, 
non-profit corporations to engage in rural 
electrification and provides for fees. 

Use Tax.—H. B. No. 248 imposes a tax 
of 2% of the sales price of any motor 
vehicle. 


First Special Session 
Approval 


Chauffeur’s License.—H. B. No. 2 pro- 
vides for a license for each person who 
shall operate a motor vehicle on any high- 
way of this state. 


OHIO 


The following bills and resolutions have 
been introduced recently at the current 


| session of the Ohio Legislature. 


Introductions 
Greyhound Racing Taxes.—H. B. No. 


and permits the pari-mutuel system of bet- 
ting. 


| Lotteries—H. J. R. No. 55 provides for 


H. B. No. 247 provides for a tax on all| a constitutional amendment to legalize lot- 


| teries in Ohio. 


Property Taxes.—S. R. No. 66 prohibits 
| quieting title against liens for taxes and 
assessments, in foreclosures, until they are 
paid directly or from the sale of the prop- 
erty. 


Tax Levies.—H. J. R. No. 27 proposes to 
amend the Constitution to provide that tax 
levy laws be subjected to referendum. 

H. J. R. No. 57 proposes a committee to 
| study and draw up tax legislation. 


Approvals 
Motor Vehicle Taxes.—H. B. No. 283 
| decreases truck licenses in certain classi- 
fications. 
Property Taxes.—H. B. No. 134 author- 
izes the abatement of part of the de- 
linquent tax penalty when the tax is paid 





within a specified period after December 
or June settlement date. In hands of 
Governor. 
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OKLAHOMA 


The 1937 Regular Session of the Okla- 
homa Legislature convened on January 5, 
1937. H. B. No. 2, the chain store tax bill, 
has passed both houses and is now in a 
joint conference committee. H.B. No. 206, 
extending the consumers (sales) tax act 
has passed the House. The following bills, 
in addition to those previously reported 
have been introduced: 


Introductions 


Business Licenses.—H. B. No. 514 re- 
peals the second hand equipment dealers 
license law. To Revenue and Taxation 
Committee. 

H. B. No. 528 licenses the operation of 
restaurants. To Public Health and Sanita- 
tion Committee. 

H. B. No. 598 imposes an excise tax on 
slot machine's. 


Franchise Tax.—H. B. No. 494 reenacts 





the corporation franchise tax of $1 per 
$1000 on moneyed capital used in the state. 
To Revenue and Taxation Committee. 


Gasoline Tax.—H. B. No. 588 requires 
the licensing of farm tractors and _ sta- 
tionary engines before gasoline tax ex- 
emption may be claimed. To Revenue and 
Taxation Committee. 


Inheritance Tax.—H. B. No. 463 pro- 
vides for a determination of the state’s lien 
for transfer inheritance tax. To Taxation 
Committee. 


Insurance Premium Tax:—H. B. No. 524 
increases the insurance gross premium tax 
from 2% to 3%. 

H. B. No. 577 transfers to the tax com- 
mission the duty of collecting all insur- 
ance gross premium taxes. To Insurance 
Committee. 


Mineral Production Tax.—H. B. No. 505 
levies a 5% gross production tax on all 
minerals. 


Motor Vehicles.—S. B. No. 363 requires 
the tax commission to refund a new car 
license fee when the car is destroved. 


Property Taxes.—S. B. No. 328 relates 
to the exemption of homesteads from tax- 
ation. To Revenue and Taxation Com- 
mittee. 


S. B. No. 347 relates to correction of tax 
rolls. To Revenue and Taxation Commit- 
tee. 


S. B. No. 375 relates to sale of property 
and redemption of property sold for de- 
linquent taxes. To Judiciary Committee. 


H. B. No. 489 provides for a county 
equalization board composed of the county 
assessor, county treasurer and county at- 
torney. To City, Town and County Gov- 
ernment Committee. 


H. B. No. 493 confers upon the county 
equalization board power to adjust exces- 
sive ad valorem assessments for all years 
Prior to 1935. To City, Town and County 
sOvernment Committee. 

H. B. No. 498 provides for a one man tax 
commission. To Calendar Committee. 

H. B. No. 521 relates to the foreclosure 
of tax liens on real estate. To Judiciary 
No. 2 Committee. 

H. B. No. 535 provides for a % of 1% 
levy on money. 

H. B. No. 561 relates to the exemption 
of homesteads from taxation. To Revenue 
and Taxation Committee. 











| coal. 


PENDING STATE TAX LEGISLATION 


Sales Tax.—H. B. No. 589 levies a 2% 
excise tax on property valued at more than 
$20 brought in from states having no sales 
tax. To Revenue and Taxation Commit- 
tee. 


Taxation Generally.—H. B. No. 478 pro- 
vides for a system of uniform procedure in 
the assessment, payment and collection of 
all state taxes. To Revenue and Taxation 





Committee. 


Utilities—H. B. No. 471 grants the tax 
commission power to equalize and adjust 
4% freight car gross earnings with an ad 
valorem tax. To Revenue and Taxation 
Committee. 


OREGON 


The laws reported with this issue con- 


clude the list of tax bills to become law | 
at the 1937 session of the Oregon Legis- | 


lature. 
Approvals 


Property Taxes.—H. B. No. 202 relates 
to tax sales and permits counties to bring 
suit to determine adverse claims against 
property purchased under tax sales. 

H. B. No. 210 amends the law relating 
to land acquired by counties by tax fore- 
closure. 


PENNSYLVANIA 


The several bills continuing the emer- 
gency taxes have been enacted into law, 
that is, all but the Personal Property Tax 
Act. These approvals are outlined below. 
A retail sales tax is proposed by H. B. No. 
2035 just recently introduced. 


Introductions 


Alcoholic Beverage Taxes.—H. B. No. 
2087 increases the tax on malt or brewed 
beverages. To State Boards Committee. 


Amusements Tax.—H. B. No. 1626 pro- 
vides that certain places of amusement 
shall be exempt. 


the Beverage Tax Act to impose an addi- 
tional reciprocal tax and to revise the ad- 
ministrative provisions. 


Licenses.—H. B. No. 
machines. 
tee. 

H. B. No. 1757 amends the act licensing 
real estate brokers and salesmen. To State 
Boards Committee. 

H. B. No. 1776 licenses shoe rebuilders. 
To State Boards Committee. 

H. B. No. 1780 licenses boxing and 
wrestling. To Military Affairs Committee. 

H. B. No. 1795 amends embalmers’ li- 
cense act. 

H. B. No. .1976 provides for the licensing 
of aircraft pilots. To Aeronautics Commit- 
tee. 

H. B. No. 1991 amends the pharmacists’ 
license act. To State Boards Committee. 

H. B. No. 2009 licenses persons hauling 
To Mines Committee. 

H. B. No. 2062 licenses embalmers. 
State Boards Committee. 


1700 licenses slot 
To Ways and Means Commit- 


To 


H. B. No. 2066 amends the theatrical 
agencies license act. To Judiciary Special 
Committee. 


H. B. No. 2090 licenses real estate ap- 





praisers. 

S. B. No. 815 licenses motor vehicle 
dealers and salesmen. To Highways Com- 
mittee. 








| 
assessments 
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Motor Fuel Taxes.—H. B. No. 1850 im- 
poses a tax of 6 cents a gallon on diesel 
fuel. To Ways and Means Committee. 

Motor Vehicles.—H. B. No. 1714 estab- 
lishes retaliatory taxes and fees on foreign 
motor vehicles. To Motor Vehicles Com- 
mittee. 

H. B. No. 1816 exempts trailers and farm 
machinery from registration. To Motor 
Vehicles Committee. 

H. B. No. 1984 amends the Motor Ve- 
hicle Code. To Motor Vehicle Committee. 

H. B. No. 1998 imposes a tax of $1 per 
year on motor vehicle operators. To 


| Motor Vehicles Committee. 


Property Taxes.—H. B. No. 1612 pro- 
vides for uniformity in taxation and as- 
sessment in cities of the second class. 

H. B. No. 1613 creates a Board of Tax 
Assessment Appeals and Review in coun- 
ties of the second class. 

H. B. No. 1717 grants a homestead ex- 
emption of $3,000. To Municipal Corpora- 
tions Committee. 

H. B. No. 1735 makes personal property 
tax a lien on real estate. To Counties 
Committee. 

H. B. No. 1746 creates a board for assess- 
ment and revision of taxes in counties of the 
fourth to eighth classes. To Counties 
Committee. 

B. No. 1903 requires public service 
companies to file a statement of book 
values with county taxing authorities. 

H. B. No. 1921 provides for uniform 
penalty and discount dates for property 
taxes. To Cities Committee. 

S. B. No. 547 amends the county personal 
property tax law to include equitable in- 
terests. To Finance Committee. 

S. B. No. 567 amends the property class- 
ification law. To County Government 
Committee. 

S. B. No. 590 establishes a system of tax 
in first class counties. To 
City Government Committee. 

S. B. No. 819 relieves municipalities of 
the state tax on their obligations. To 


Beverage Tax.—H. B. No. 1635 amends |! reer © eee. 


S. B. No. 847 provides that assessments 
for school districts shall be on valuations 
for county purposes. To Education Com- 
mittee. 

S. B. No. 848 provides that assessments 
in third class cities shall be on basis of 
assessments and valuations for county pur- 
poses. To Municipal Government Com- 
mittee. 

Sales Tax—H. B. No. 2035 imposes a 
tax on retail sales of tangible personal 
property at the rate of one per cent; food- 
stuffs, newspapers, liquid fuels, liquor, 
farmers and utilities exempt. To Ways and 
Means Committee. 


Utilities—H. B. No. 1844 authorizes 
second class cities to levy an excise tax on 
utilities. To Constitutional Amendments 
Committee. 


Approvals 


Alcoholic Beverage Taxes.—H. 1}. No. 
1046 reenacts the ten per cent tax on sales 
of state liquor stores (imposed by an Act 
of June 9, 1936, No. 4) to continue said 
tax for two more years or until June 1, 
1939. A provision is added to permit the 
stores to increase the prices to include the 
tax rather than show the tax as a separate 
item. This bill becomes Act No. 58. 


Banks and Trust Companies.—H. B. No. 
1047 amends section 1 of the Act of June 
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13, 1907 (P. L. 640) which is the tax on 
shares of stock of title insurance and trust 
companies and appears as Code sections 
20371-20375. The tax of 8 mills is ex- 
tended for the two years 1937 and 1938 and 
the exception in favor of totally owned 
subsidiaries is deleted. H. B. No. 1048 con- 
tinues the 8 mill tax on bank shares for 
two more years. These bills become Acts 
Nos. 59 and 60 respectively. 


Building and Loan Associations.—H. B. 
No. 333 repeals an Act of June 22, 1897, 
P. L. 178, Sections 20385-20387 of the 
General Law, which provides for the tax- 
ation of certain stocks of building and loan 
associations. This bill becomes Act 


Capital Stock and Franchise Taxes.— 
H. B. No. 1042 amends sections 20 and 21 
of the Act of June 1, 1889, (P. L. 420) 
which is the capital stock and franchise tax 
law and appears as Code sections 20363 to 
20366 inclusive and 20368. The description 
“nonprofit corporations” is inserted after 
“corporations of the first class.” The duty 
of filing the report is now laid on the cor- 
poration rather than its officers. The 
method of assigning gross receipts to the 
Commonwealth is revised and supple- 
mental with an additional factor. The ex- 
emption in favor of manufacturing, etc., is 
permanently abolished. This bill becomes 
Act No. 55. 


Cigarette Tax.—H. B. No. 1040 amends 


and reenacts the tax on cigarettes (im- | 


posed by an Act of June 14, 1935, No. 155) 
to extend this tax for two more years or 
until May 31, 1939. This reenactment is 
practically identical with the former ex- 
cept that section 12 relative to penalties is 


revised and section 13, which formerly ap- | 


propriated the revenue from this tax, is 
deleted. This bill becomes Act No. 53. 


Corporate Net Income Tax.—H. B. No. 
1041 amends and reenacts the Corporate 


Net Income Tax (the Act of May 16, 1935, | 


No. 91). The tax is extended for two more 
years (1937 and 1938) at the rate of seven 


per cent. The provision relative to de- 
duction of Federal taxes is revised; the 
apportionment formula is amended; the 


provision for reports and payments is ex- 
tended to cover the two additional years; 
a provision relative to extension of time is 
added; the interest charges for delinquency 
are revised to accord with the recent 
amendments to the Fiscal Code; the pro- 
vision relative to fiscal year returns is re- 
vised and such returns are now due. within 
thirty days after the Federal return is filed; 
and the provisions relative to settlement 
and resettlement are revised. This bill be- 
comes Act No. 54. 


Gasoline Tax.—H. B. No. 1045 amends 
and reenacts section 4 of an Act of Mav 
ai, 1951, P.. L. 
Fuels Tax Law. The additional one cent 
emergency tax (added by an Act of June 
21, 1935, No. 181) 
more years or until May 31, 1939. The sec- 
tion is further amended to specifically state 
that the tax shall be borne by the con- 
sumer though payable by the distributor 
and the allowance for handling and stor- | 
age losses is limited to an amount sub- 
stantiated to the Department’s satisfaction. | 


No. | 


149, which is the Liquid | 


is continued for two/| 








This bill becomes Act No. 58. 


License Taxes.—H. B. No. 441 provides 
for the regulation and licensing of pawn- 


brokers and requires payment of an an- | 


| 


Introductions 
Alcoholic Beverages.—H. B. No. 991 re- | 
|peals present law with reference to 
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nual license fee of $100. This bill becomes 


Act No. 51. 


Property Taxes.—H. B. No. 235 provides 
for the adjournment and readjournment of 
county treasurers’ sales of seated and un- 
seated lands in 1937 and 1938 and validates 
all such adjournments previously taken. 
This bill becomes Act No. 36. 

H. B. Nos. 1203 and 1204 provide that 
the recorders and treasurers of counties of 
the first class shall cease to be agents of 
the Commonwealth for the collection of 
fees and taxes but in all other respects shall 
continue to collect fees and taxes as here- 
tofore. The commissions previously re- 
tained by such officers are now paid into 
the treasuries. These bills become Acts 
Nos. 61 and 62 respectively. 

Utilities’ Gross Receipts Tax.—H. B. No. 
1044 amends section 23 of the Act of June 
1, 1889 (P. L. 420), which is the gross re- 
ceipts tax utilities and appears as Code 
section 20388. The twenty-mill rate is ex- 
tended for the years 1937 and 1938. This 
bill becomes Act No. 56. 


RHODE ISLAND 


No legislative action of special interest 


| to Rhode Island taxpayers has been taken 


as yet on present or previously reported 
introductions. 


Introductions 
Alcoholic Beverages.—S. B. No. 123 
amends Chapter 2013, L. 1933, to allow 


package sale of liquor in Class C saloons. 

S. B. No. 197 amends Section 21, Chapter 
2013, L. 1933, relating to alcoholic bever- 
ages. 

Business Licenses.—H. B. No. 889 pro- 
vides for licensing of painters, paperhangers 
and decorators. 

Corporations Tax.—H. B. Nos. 833 and 
839 amend Sections 22, 25, and 26, Chapter 
38, General Laws, relating to the tax on 
corporations. 

H. B. No. 862 amends paragraph (5) of 
Section 12, Chapter 38, General Laws re- 
lating to the tax on corporations. 

Gasoline Tax.—S. B. No. 117 proposes 
constitutional amendment; prevents diver- 
sion of gasoline taxes. 

H. B. No. 857 amends paragraph (a) of 
section 1, and section 5, Chapter 679, L. 
1925, relating to the gasoline tax. 

Milk Control—S. B. No. 131 requires 
semi-annual licenses of dealers. 

Property Taxes.—H. B. No. 738 fixes 
maximum interest rate at 6 per cent on 
unpaid taxes and penalties. 

H. B. No. 788 amends Chapter 788, L. 
1933, entitled “Where and to Whom Prop- 
erty Shall be Taxable.” 

H. B. No. 826 amends Section 7, Chapter 
60, General Laws, relating to assessment of 
taxes. 

H. B. No. 838 concerns the taxation of 
intangible personal property. 


SOUTH CAROLINA 


The following are the important tax 
measures introduced or passed in the South 
| Carolina Legislature not previously 
ported herein. 


handling of alcoholic liquors and provides 








re- | 





that same shall be handled by the tax com- 
mission. To Judiciary Committee. 


Building and Loan Associations.—S. B. 
No. 635 equalizes forms of taxation and 
licenses as between federalized building 
and loan associations and those not federal- 
ized. To Finance Committee. 


Franchise Taxes.—S. B. No. 713 reduces 
license tax of foreign and domestic cor- 
porations one mill with an exception of 
utilities and common carriers. To Finance 
Committee. 


Income Tax.—S. B. No. 525 amends sub- 
section “E,” Sec. 8 of Act 406, L. 1933, so 
as to further provide for taxing of divi- 
dends and interest received by individuals. 
To Finance Committee. 

S. B. No. 675 limits amount of tax paid 
for intoxicating liquors person may have 
in his possession but exempts licensed 
dealers from provisions. o Judiciary 
Committee. 

S. B. No. 739 repeals certain portions of 
Act 927, Laws 1934 imposing an additional 
income tax on dividends and interest and 
requiring information returns. To Finance 
Committee. 

H. B. No. 756 provides $200 exemption 
to any taxpayer for expenses incurred for 
medical treatment of taxpayer or depend- 
ents. To Ways and Means Committee. 

H. B. No. 783 provides further for the 
taxing of dividends and interest received 
by individuals. 

H. B. No. 912 amends Act 406, L. 1933, 
by adding proviso making provisions of 
that act applicable only to incomes from 
whatever source in excess of the present 
exemptions as now provided by law. To 
Education Committee. 


Lodging Houses.—H. B. No. 753 provides 
for licensing and inspection of places of 
business where transient guests are lodged 
for pay. To Ways and Means Committee. 


Motor Vehicles—H. B. No. 971 au- 
thorizes reciprocity between this State and 
other States with respect to operation of 
motor vehicles. To Roads, Bridges and 
Ferries Committee. 

H. B. No. 814 fixes fees for obtaining 
automobile driver’s license. 


Property Taxes.—S. B. No. 484 provides 
exemption from State taxes for canteens 
operated by government for Civilian Con- 
servation Corps Camps. To Finance Com- 
mittee. 

Sales Tax.—H. B. No. 910 provides gross 
retail sales tax of 2%. To Ways and 
Means Committee. 


Soft Drinks.—S. B. No. 648 empowers 
tax commission to relieve bottlers of soft 
drinks; dealers in tobacco products; whole- 
sale dealers in beers, ales, porter and other 
nonalcoholic drinks shipped or sold to 
points within State from affixing stamps 
as crowns. To Finance Committee. 

Tobacco.—H. B. No. 751 reduces fees for 
making auction sales of leaf tobacco. To 
| Agriculture Committee. 
| H. B. No. 750 requires registration of 
| buyers of leaf tobacco. To Judiciary Com- 
mittee. 

Town and City Levies——S. B. No. 664 
| authorizes cities and towns to levy special 
tax for purposes of raising funds for water 
| services or facilities. To Judiciary Com- 
mittee. 
| S. B. No. 666 provides that cities or 
| towns may levy a special tax for payment 
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of the guarantee of certificates of indebted- 
ness. To Judiciary Committee. 

Used Car Dealers.—H. B. No. 771 regu- 
lates business of selling used or second 
hand motor vehicles. 


Approvals 


Insurance Adjusters.—H. B. No. 506 re- 
quires nonresident insurance adjusters to 
pay a license fee and precludes nonresident 
adjusters of states which preclude South 
Carolina adjusters. 

Phosphate License.—Changes the term 
of licensees to dig and mine phosphate 
from five years maximum to ten years. 


Property Taxes.—H. B. No. 414 extends 
right to pay taxes under protest and re- 
cover them where illegally collected to pur- 
chasers and mortgagees. 


Tourist Camps.—H. B. No. 425 increases 
the license fees on tourist camps. 


SOUTH DAKOTA 


The South Dakota Legislature adjourned 
on March 5, 1937. The following are ap- 
provals in addition to those reported in 
the last issue of the Bulletin. 


Approvals 

Alcoholic Beverage Taxes.—S. B. No. 
278 amends Ch. 134, Laws 1935 relative to 
license quotas for cities. 

S. B. No. 280 amends Ch. 134, Laws 1935 
relative to the sale of intoxicating liquor. 

H. B. No. 260 amends Ch. 134, Laws 1935 
relative to permits for the purchase of al 
cohol for scientific and medicinal purposes. 


Business License Taxes.—S. B. No. 94 
provides for the inspection of heavy scales 
and prescribes fees therefor. 


Gasoline Tax.—S. B. No. 212 amends 
Ch. 13, Laws 1933, Sp. Sess. relative to 
refunds of gasoline and the administration 
of funds. 


Motor Vehicles and Carriers.—H. B. No 
97 increases the additional fees on motor 
— registration to 3%. 

si, No. 116, Laws 1937, amends Sec. 
9744 B of the Code by reclassifying motor 
carriers. 

S. B. No. 26 amends Sec. 9744-C of the 
Code relative to the regulation and control 
of motor carriers. 

S. B. No. 189 amends Ch. 139, Laws 1933, 

by redefining “motor carrier.” 
_ Mutual Benefit Associations.—H. B. No. 
71 amends Sec. 9329 of the Code and provides 
for payment of 1% of amount received 
in the State by domestic companies and 
2% by foreign companies. 


Property Taxes.—S. B. No. 249 provides 
fora .5% mill tax on property for the care 
of dependent children. 

H. B. No. 3 amends Sec. 6803, South 
Dakota Revised Code relative to the trans- 
fer of property acquired by tax deed. 

H. B. No. 20 provides for pensions of 
employees of cities of the first class and 


levies a tax of one-fifth of a mill on prop- 
erty. 


TENNESSEE 


The following bills have been introduced 
or approved in addition to those previously 
reported. 


Introductions 


_ Alcoholic Beverages Tax.—S. B. No. 407 
Increases the beer tax to $1.60. 








PENDING STATE TAX LEGISLATION 


Bonds Tax.—S. B. No. 504 exempts 
housing authorities bonds from taxation. 

Business License Taxes.—S. B. No. 580 
regulates the sale of oleomargarine. 

H. B. No. 971 exempts school buses, etc., 
from toll tax. 

Gasoline Inspection.—S. B. No. 521 ex- 
empts cities, etc. from gasoline inspection 
fees. 

Motor Vehicle Registration.—H. | 
485 provides a drivers’ license law. 

Property Taxes.—S. B. No. 526 provides 
for tax certificate sale. 

H. B. No. 846 permits quarterly payment 
of property taxes. 


3. No. 


Approvals 
Business License Taxes.—H. B. No. 663 
amends Chap. 157, acts of 1935, relative to 
fire insurance agents. 


Poll Tax.—H. B. No. 739 amends Bristol 
Charter relative to poll tax. 

Tobacco Tax.—H. B. No. 972 provides 
for a change in administration of tobacco 
tax. 


TEXAS 


The 1937 Regular Session of the Texas 
Legislature convened on January 12, 1937. 
H. B. No. 4 levying a franchise tax of 5% 
on net income of corporations has passed 
the House. The following bills, in addi- 
tion to those previously reported, have been 
introduced: 


Introductions 


Motor Vehicles.—H. B. No. 1042 pro- 
vides that corporations may register motor ve- 
hicles in any county in which such 
corporation maintains an agency or may 
operate such motor vehicles. To High- 
ways and Motor Traffic Committee. 


Property Taxes.—H. B. No. 1003 requires 
rendering of tank cars for taxation in 
counties. To Revenue and Taxation Com- 
mittee. 

H. B. No. 1031 provides that local govern- 
ments shall use the latest approved values 
made by the assessor of the county. To 
Revenue and Taxation Committee. 

H. B. No. 1083 provides that all state 
and county taxes shall be a prior lien on 
property assessed and shall not be defeated 
by a transfer of any kind nor by a judicial 
writ. To Revenue and Taxation Commit- 
tee. 


Approval 
Motor Vehicles—H. B. No. 147 au- 


thorizes cities to make compulsory tests of 
cars and drivers and provides for fees 
therefor. 


UTAH 


The Utah Legislature adjourned on March 
11, 1937. Two new taxes were imposed, 
namely a 2% tax on the use of tangible 
personal property by S. B. No. 185, and 
an occupational tax on mines by S. B. 
No. 192. Other approvals since the last 
issue of the Bulletin are listed below: 


Approvals 


Alcoholic Beverages.—S. B. No. 71 
amends the Liquor Control Act relative to 
the powers and duties of the Liquor Con- 
trol Commission. 

S. B. No. 72 amends the Liquor Control 
Act relative to bonds, city and town li- 
censing, forfeiture of permits and bonds, 
etc. 























































301 


Business Licenses.—S. 13. No. 31 pro- 
vides for the regulation of land value in- 
surance companies and fixes fees. 

S. B. No. 94 provides for the regulation 
of the sale of milk and the licensing of 
producers, distributors and dealers. 

S. B. No. 212 amends Ch. 4, Laws 1935, 
relative to produce dealers. 


H. B. No. 5 amends Ch. 14, Laws 1933, 
relative to the licensing of plumbers. 


H. B. No. 29 amends Sec. 79-12-7 of the 
Utah Statutes relative to fees required of 
pharmacists. 

H. B. No. 161 provides for the regulation 
and control of the sale, through licensing, 
of prophylactics. 


Constitutional Amendment.—H. J. R. 
No. 4 proposes to amend Sec. 7, Art. 13 
of the Constitution of Utah relating to the 
rate of taxation, purposes and distribution 
of funds. 


Gasoline Taxes.—S. B. No. 221 provides 
for the distribution of receipts of motor 
fuel taxes and the establishment of an 
aeronautic fund. 


Income Tax.—S. B. No. 252 amends Sec. 
80-13-6, Revised Statutes of Utah, 1933, 
by deleting the provision for excluding 
gross income, interest on “tax-free” securities. 


Motor Vehicle Registration.—S. B. No. 
55 amends Ch. 46, Laws 1935, by providing 
for new rates on motor vehicles computed 
on actual weight. 

S. B. No. 222 provides that a certificate 
of title will not be issued for motor vehicles 
unless the applicant produces receipt for 
the sales tax or shows that none is due. 


S. B. No. 223 provides for registration 
of used motor vehicles brought into the 
State for sale or resale. 


Mutual Benefit Associations.—H. B. No. 
168 amends Ch. 41, Laws 1935, relative to 
regulation, fees, etc., of mutual benefit as- 
sociations. 


Property Taxes.—S. B. No. 76 amends 
Sec. 80-5-54x, Ch. 82, Laws 1935, and pro- 
vides for the assessment of tangible and 
intangible properties of public utilities. 


S. B. No. 230 amends Sec. 1, Ch. 84, 
Laws 1935, relative to the collection of 
taxes and provides a procedure to prevent 
loss. 

S. B. No. 231 provides for collection of 
property taxes in case of waste or depletion. 


H. B. No. 33 provides for a reduction 
of county levies for road purposes. 


H. B. No. 71 reduces the amount re- 
quired for the redemption of property sold 
for taxes for years 1928 to 1934 inclusive. 

H. B. No. 149 amends Sec. 75-12-11, Re- 
vised Statutes of Utah, relative to school 
taxes and limits the school tax in county 
districts. 


Sales Tax.—S. B. No. 4 amends Sec. 21, 
Ch. 63, Laws 1933, relative: to the distribu- 
tion of revenue derived from the sales tax. 

S. B. No. 66 amends the Sales Tax Law 
relative to collection of the tax. 

H. B. No. 60 amends the Sales Tax Law 
by redefining “retailer’’ and “retail sales.” 


Taxation of Mines.—S. B. No. 192 amends 
the law relative to assessment of mines 
and provides for a mining occupation tax. 


Use Tax.—S. B. No. 185 provides for a 
2% tax on the use of tangible personal 
property. 
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VERMONT 


The following bills have been introduced 
or approved in addition to those previously 
reported. 


Introductions 


Alcoholic Beverages.—H. B. No. 309 de- 
fines a second class license for sale of 
intoxicating beverages and provides for a 
one day license. To Temperance Committee. 

H. B. No. 313 requires persons soliciting 
orders for malt or vinous beverages to 
get a permit from the liquor control board. 
To Temperance Committee. 

H. B. No. 314 requires non-resident man- 
ufacturers and distributors of malt and 
vinous beverages to get a certificate of 
approval from the liquor control board 
and requires license holders to purchase 
from those holding certificates. To Tem- 
perance Committee. 


Income Taxes.—H. B. No. 328 amends 
the income tax law to make federal ex- 
emption ineffective as to State income tax. 
Corporations must file returns on State tax 
on forms approved by the Commissioner 
of Taxes. To Ways and Means Committee. 

H. B. No. 336 levies a tax of 2% on 
the annual net income of savings and loan 
and building and loan associations. 


Live Poultry Dealers—H. B. No. 376 
provides for the licensing of dealers in 
live poultry. To Agriculture Committee. 

Motor Vehicles.—S. B. No. 66 relates 
to motor vehicles operators’ licenses and 
changes the date of expiration thereof. 

S. B. No. 71 is an act to amend Sec. 
4989 of Public Laws relating to the defin- 
ition of a Motor Vehicle. 

H. B. No. 320 levies a direct State tax 
for State budget. To Ways and Means 
Committee. 


Oleomargarine.—H. B. No. 333 taxes 
oleomargarine five cents per pound. To 
Ways and Means Committee. 


Property Taxes.—H. B. No. 164 con- 
tinues the reduced railroad tax assessment 
of June 30, 1939. To Corporations and 
Franchises Committee. 


H. B. No. 386 makes an amendment to the 
1937 law relating to due dates of taxes 
paid in installments by changing the date 
of the fourth installment in certain cases. 
To General Committee. 


Revenue Bill.—H. B. No. 381 (Revenue 
Bill) provides new taxes on cigarettes at 
¥% mill each, games of chance machines, 
annuity income, 10% on amusements, power 
generated in municipal electric plants and 

’ raises the tax on malt beverages 5¢ to 10¢ 
per gallon. To Ways and Means Committee. 


Slot Machines.—H. B. No. 330 prohibits 
the use of slot machines involving no ele- 
ment of skill; sets a $200 license fee for 
person who provides machines in public 
place; if machine involves skill the license 
fee is $25 per machine on management of 
the place where machines are stationed. 


Approvals 


Alcoholic Beverages.—H. B. No. 313 re- 
quires persons soliciting orders for malt 
or vinous beverages to get a permit from 
the liquor control board. 


H. B. No. 314 requires non-resident man- 
ufacturers and distributors of malt and 
vinous beverages to get a certificate of 
approval from the liquor control board and 
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requires license holders to purchase from 
those holding certificates. 


Income Taxes.—H. B. No. 328 amends 
the income tax law to make federal exemp- 
tion ineffective as to State income tax. 
Corporations must file returns on State 
tax on forms approved by Commissioner 
of Taxes. To Ways and Means Committee. 

H. B. No. 336 taxes savings and: loan 
and building and loan associations 2% on 
their annual net income. 


Live Poultry Dealers—H. B. No. 376 
provides for licensing dealers in live poultry 
and regulates the transportation of poultry. 


Motor Vehicles.—S. B. No. 71 is an act 
to amend Sec. 4986 of the Public Laws 
relating to the definition of a Motor Ve- 
hicle Dealer. 

H. B. No. 39 amends laws relating to 
the registration of motor vehicles of the 
pleasure car type. 

H. B. No. 208 relates to the use of 
number plates on sold and exchanged 
motor vehicles and to the application and 
fee therefor. 


Pilots.—H. B. No. 292 defines “pilot” and 
provides for licensing, advisory board of 
aeronautics and inspection examiner. 


Property Taxes.—H. B. No. 182 makes 
municipal sewers and conduits outside ter- 
ritorial limits exempt from taxes. To 
Municipal Corporations Committee. 


Revenue Bill—H. B. No. 381 (Revenue 
Bill) provides new taxes on cigarettes at 
3% mill each, games of chance machines, 
annuity income, 10% on amusements, 
power generated in municipal electric 
plants and raises the tax on malt bever- 
ages from 5¢ to 10¢ per gallon. 


Small Loan Business.—H. B. No. 225 
regulates business of making small loans 
at greater than 6% interest requiring a 
license bond and prescribed records. 


Trade marks.—H. B. No. 272 amends the 
law relating to fees for registration of 
trade-marks and trade names by changing 
the amount thereof. 


Weighing Machine Dealers.—H. B. No. 
373 requires dealers or repairers of second 
hand weighing or measuring devices to 
obtain a certificate of registration from 
Commissioner of Weights and Measures. 


WASHINGTON 


The Washington Legislature adjourned 
the 1937 regular session March 12, 1937. 
The following bills not previously reported 
herein have been approved. 


Approvals 


Alcoholic Beverages—H. B. No. 405 
provides that the liquor board may grant 
retail licenses to persons who have resided 
in the State one month. 

H. B. No. 439 provides for liquor board 
fees to be changed; to cut distillers to 
$1,000; beer importers to $100; liquor im- 
porters to $250. 

H. B. No. 699 makes it unlawful to have 
in possession or to transport more than one 


dealer. To Judiciary Committee. 


Apple Producers.—H. B. No. 667 pro- 
vides for a research and publicity com- 
mittee for apples; provides a tax on 
producers. 


gallon of alcoholic liquor unless a licensed | 
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Business and Occupation Tax.—S. B. No. 
256 reduces the wholesaling tax from one 
per cent to one quarter per cent. To Rev- 
enue Committee. 


Compensating Tax.—S. B. No. 285 regu- 


lates the excise tax on property brought 
into the State. 


Fish.—H. B. No. 280 provides a catch 
tax and privilege tax on fish, shell fish 
and canneries. 


Gasoline Tax.—S. B. No. 395 provides 
for the levy of an additional half cent of 
gasoline tax for secondary highways. 

H. B. No. 662 prohibits any rebate of the 
gasoline tax on fuel used in motor vehicle. 


Inheritance Tax.—S. B. No. 36 provides 
that the State may require a bond from an 
executor or administrator for the payment 
of inheritance tax so that the tax will not 
follow the property. 


Insurance Agents.—H. B. No. 227 relates 
to insurance agents qualification act. 


Motor Caravans.—S. B. No. 306 provides 
for the licensing of motor caravans. 


Property Taxes.—S. B. No. 74 provides 
for waiving of interest and permitting in- 
stallment payments of delinquent taxes. To 
Revenue Committee. 

S. B. No. 239 provides for permanent 
record assessment lists as approved by tax 
commission. 

S. B. No. 240 changes the date of prop- 
erty assessments from March 1 to Janu- 
ary 1. 

S. B. No. 388 provides that grains, fish 
and fish products stored for shipment out- 
side of State be exempt from taxes. 

H. B. No. 329 relates to the sale of 
property acquired for taxes. 

Salesmen.—S. B. No. 227 provides for 
a $300 annual license fee for salesman 
handling out of state products, not paying 
a sales tax. 

Securities—S. B. No. 287 changes the 
fees for permits to sell securities. 

Undertakers.—S. B. No. 77 provides for 
the licensing of undertakers. 


WEST VIRGINIA 


Since the adjournment of the legislature 
of West Virginia the following bills have 
been approved by the Governor. 


Approvals 


Alcoholic Beverages.—S. B. No. 152 
deletes the beer licensing provisions from the 
present law. 

Business Licenses.—S. B. No. 107 pro- 
vides for a tax of one hundred dollars on 
real estate brokers and twenty-five dol- 
lars on salesmen. 


Inheritance Taxes.—S. B. No. 90 in- 


troduces new features into the inheritance 
transfer tax. 


Motor Vehicle Fuels.—S. B. No. 241 pro- 
vides for a five cent gasoline tax. 

S. B. No. 268 prescribes penalties for 
false gasoline tax reports. 


Motor Vehicle Registration.—H. B. No. 
396 exempts from certificate title tax ve- 
hicles used in interstate commerce. 

H. B. No. 430 provides for periodical 
| payments for automobile licenses. 


Privilege Taxes.—H. B. No. 315 adds 
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Twelve, Chapter eleven of the West Vir- 
ginia code, relating to privilege taxes on 
certain carrier corporations. 


Property Taxes.—S. B. No. 128 regulates 
the listing of property for taxation. 


Public Utilities—S. B. No. 244 amends 
and reenacts section 23, Article 6, Chap- 
ter 11 of the Code of West Virginia relat- 
ing to collection of taxes against public 
service corporations. 


Transfer Tax.—H. B. No. 241 permits 
tax free transfer of property to widows. 


WISCONSIN 


No legislative action of consequence to 
Wisconsin taxpayers has as yet been taken 
on previous introductions respecting in- 
come, privilege dividend, gross income, 
chain store, luxury goods or utility taxes. 
A. B. No. 282, providing for the refund of 
illegal chain store taxes, has passed the 
Assembly. A. B. No. 142 relating to pay- 
ment of delinquent taxes for 1931 to 1934 
is the hands of the Governor. A new in- 
troduction of interest is A. B. No. 725 
relating to the imposition of a consumer’s 
discount tax. 


Introductions 


Alcoholic Beverages.—A. B. No. 612 re- 
lates to the occupational tax on malt bev- 
erages and the sale of malt beverages and 
intoxicating liquors. To Excise and Fees 
Committee. 

A. B. No. 616 relates to the manufacture 
and sale of malt beverages. To Excise 
and Fees Committee. 


Business Licenses.—S. B. No. 202 relates 
to licensing of carpenters and concrete 
contractors. To State and Local Govern- 
ment Committee. 

S. B. No. 272 relates to the licensing 
of coin operated devises. To State and 
Local Government Committee. 

S. B. No. 294 relates to the licensing of 
pawnbrokers. 

Chain Stores.—A. B. No. 702 relates to 
the occupational tax on chain stores. To 
Taxation Committee. 


Consumer’s Discount Tax.—A. B. No. 725 
relates to the imposition of a consumer’s 
discount tax. To Public Welfare Com- 
mittee. 

Estate Tax.—A. B. No. 610 relates to an 
estate tax. To Finance Committee. 

Gift Tax.—S. B. No. 351 relates to trans- 
fers exempt from gift tax. To Corpora- 
tions and Taxation Committee. 





Rulings of the Bureau of 









tion and adjustment of gift tax. 
porations and Taxation Committee. 


tions from gift tax. 
Taxation Committee. 








S. B. 352 relates to an emergency gift 


tax. To Corporations and Taxation Com- 
mittee. 


S. B. No. 353 relates to the administra- 
To Cor- 


S. B. No. 354 relates to personal exemp- 
To Corporations and 


S. B. No. 356 relates to method of deter- 


mining the value of transfers subject to 
gift tax. 
Committee. 


To Corporations and Taxation 


S. B. No. 357 relates to the computation 


of gift tax on property transfers. To 
Corporations and Taxation Committee. 


A. B. No. 610 relates to a gift tax. To 
Finance Committee. 


Income Taxes.—S. B. No. 201 relates to 
changes in status of income tax payers 


affecting personal exemptions for depend- 


ents. To 
Committee. 

S. B. No. 315 relates to persons subject 
to income tax, exemptions and returns, 
and imposes an excise tax on every cor- 
poration. To Corporations and Taxation 
Committee. 

S. B. No. 359 relates to personal income 
tax exemptions. To Corporations and Tax- 
ation Committee. 

S. B. No. 360 relates to income tax rates. 
To Corporations and Taxation Committee. 

A. B. No. 610 relates to surtax on in- 
comes of persons other than corporations. 
To Finance Committee. 


A. B. No. 686 relates to rates of tax 
on income. To Taxation Committee. 


Inheritance Tax.—A. B. No. 636 relates 
to the refund of inheritance taxes paid 
under Section 11, Chapter 490, L. 1935, 
which was declared invalid. To Finance 
Committee. 

A. B. No. 782 relates to exemptions from 
inheritance taxes. To Taxation Committee. 

A. B. No. 783 relates to appraisers of 
estates subject to inheritance tax. To 
Taxation Committee. 

A. B. No. 784 relates to unpaid inherit- 
ance taxes. To Taxation Committee. 

A. B. No. 785 relates to inheritance tax 
on life insurance. To Taxation Committee. 

A. B. No. 803 relates to inheritance tax 
liens. To Taxation Committee. 

A. B. No. 818 relates to inheritance tax 
on estates subject to power of appoint- 
ment. To Taxation Committee. 

A. B. No. 821 relates to the basis for 
appraisal of future estates for inheritance 
taxes. To Taxation Committee. 


Corporations and Taxation 
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A. B. No. 854 relates to the inheritance 
tax. To Taxation Committee. 


Motor Fuel.—A. B. No. 598 relates to 
refunds of motor fuel taxes. To High- 
ways Committee. 


A. B. No. 643 relates to refunds of motor 
fuel taxes. To Highways Committee. 

A. B. No. 798 relates to the motor fuel 
tax. To Highways Committee. 


Motor Carriers.—S. B. No. 285 relates 
to the taxation of motor carriers. To 
Highways Committee. 

S. B. No. 290 relates to the licenses and 
permits of carriers over restricted high- 
ways. To Highways Committee. 


A. B. No. 588 relates to refund of ex- 
cessive taxes paid by motor carriers. To 
Taxation Committee. 

A. B. No. 706 relates to uniform licenses 
of dump truck contract carriers. To High- 
ways Committee. 

A. B. No. 744 relates to ton mile tax and 
inspectors of the Public Service Commis- 
sion. To Highways Committee. 


Motor Vehicles.—S. B. No. 306 relates 
to reciprocities of fees and taxes on motor 
vehicles. To Highways Committee. 

A. B. No. 645 relates to automobile li- 
cense fees. To Highways Committee. 

A. B. No. 743 relates to truck licenses. 


Privilege Dividend Tax.—A. B. No. 610 
relates to a privilege dividend tax. To 
Finance Committee. 


Property Taxes.—A. B. No. 776 relates 
to property exempt from taxes. To Taxa- 
tion Committee. 

A. B. No. 781 relates to forest crop land 
tax. To Conservation Committee. 

A. B. No. 795 relates to the exemption 
from taxation of horses and mules. ‘To 
Taxation Committee. 

A. B. No. 801 relates to exemptions from 
taxation. To Taxation Committee. 





State Tax Calendar 


(Continued from page 289) 
] . WYOMING 
une 


Assessment of sleeping car companies is made by 
State Board of Equalization. 
June 10 
Carriers’ monthly gasoline tax and report due. 
June 15 
Monthly gasoline tax and report due. 
Sales tax return and tax due. 
June 20 
Motor carrier compensatory tax and report due. 
June 31 
Annual application for apiary registration due. 
Annual nursery stock license expires. 














Revenue Act of 1936 


Internal Revenue 
Revenue Act of 1926 
Estate Tax—Inclusions.—The sum paid by the M Com- 
pany under its death benefit plan to the beneficiary desig- 
nated by a deceased employee of the company is not 


includible in the gross estate of the decedent for Federal 
estate tax purposes.—G. C. M. 17817, X VI-10-8583 (p. 12). 


Revenue Act of 1935 
Capital Stock Tax—Doing Business.—Thie activities of 
the M Corporation prior to July 1, 1936, leading up to 
taking over the assets of the N Corporation and the O 
Corporation on that date constituted “carrying on or doing 


business” within the meaning of section 105 of the Revenue 
Act of 1935, as amended.—C. S. T. 2, X VI-10-8584 (p. 15). 


Deductions from Gross Income—Taxes Generally.—The 
excise taxes imposed upon employers by section 804, Title 
VIII, and section 901, Title IX, of the Social Security Act 
are deductible annually in computing net income for Fed- 
eral income tax purposes and may not be capitalized at 
the option of the taxpayer.—G. C. M. 17920, X VI-13-8610 
(ne 2): 


Undistributed Profits Tax—Exclusions.—Patronage divi- 
dends, rebates, or refunds due patrons of a true cooperative 
organization may be excluded in determining the amount 
of the undistributed net income of the cooperative organi- 
zation subject to the surtax imposed by section 14 of the 
Revenue Act of 1936, provided the liability therefor is set 
up on the books prior to the close of the particular ac- 
counting period.—G. C. M. 17895, X VI-10-8579 (p. 2). 
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Court Decisions 


Supreme Court 


(Continued from page 284) 

The transfer of assets by Tex-Penn to Transcontinental 
for stock, and the transfer of lease interests by Tex-Penn’s 
stockholders to Transcontinental for cash were separate 
transactions and the stockholders did not receive any cash 
for their stock in Tex-Penn. The transaction is, therefore, 
exempt under Sec. 202 (b) of the 1918 Act. 

The Court affirms the judgment of the lower Court on 
the ground that the shares of Transcontinental did not 
have a fair market value when acquired because of their 
highly speculative quality and the terms of a restrictive 
agreement making a sale thereof impossible—U. 5S. 
Supreme Court, in Guy T. Helvering, Commissioner of In- 
ternal Revenue v. Tex-Penn Oil Co. Helvering, Com. of Int. 
Rev. v. M. L. Benedum. Helvering, Com. of Int. Rev. v. F. B. 
Parriott. Nos 207, 208, 209. October Term, 1936. 

Affirming Circuit Court of Appeals for the Third Circuit, 
83 Fed. (2d) 518, which reversed Board of Tax Appeals 
decision, 28 BTA 917, Dec. 8184. 


Appellate and Lower Courts 


Amended Return—Injuncticn Denied—Constitutionality. 
—The Court denies an injunction to restrain Collector 
from refusing to accept an amended capital stock return and 
from computing the taxes on such amended return. Sec- 
tion 105(f) of the 1935 Act denied the right to file an 
amended return. Therefore, the Collector could not have 
accepted it, and the Court has no power to enjoin him 
from persisting in his refusal. The proceeding is consid- 
ered a suit to restrain assessment and collection of excess 
profits taxes, and is prohibited by Sec. 3224 R. S. The 
Court cannot rule on the constitutionality of the capital 
stock tax in this proceeding, being precluded from doing 
so by Sec. 274(d) of the Judicial Code, which provides that 
declaratory judgments may not be applied in the case of 
Federal taxes.—U. S. Dist. Court, Western Dist. of Penn., 
in I’m B. Scaife & Sons Co. v. Wm. Driscoll, Collector of 
U’. S. Internal Revenue. No. 3253. In Equity. 


Bailee of Funds Fraudulently Obtained.—Where Gov- 
ernment alleges that plaintiff is only a bailee of funds 
fraudulently obtained by a taxpayer from whom additional 
income taxes are due, but a certificate of the lower court 
states in effect that the funds are not the property 
of that taxpayer, the Court refuses to review the correct- 
ness of the finding without all the evidence upon which it 
is based.—U. S. Circuit Court of Appeals, Seventh Circuit, 
in United States v. Otto G. Yant and Edward J. Hess, and 
George M. Crane as Assignees and Transferees of Plaintiff. 
No. 6037. October Term, 1936. January Session, 1937. 


Basis of Stock—Optional Contract.—Court sustains Com- 
missioner’s determination of the basis of stock acquired 
by the taxpayer corporation at the price agreed to in an 
option previously acquired by an individual from the issu- 
ing corporation and transferred by him to the taxpayer 
corporation in a nontaxable exchange. It is agreed that 
the taxpayer corporation’s basis of the option is the same 
as that of the individual. Late in 1924 the individual en- 
tered into a contract of employment with the issuing cor- 
poration under which the individual was to receive a salary 
of $25,000 a year and received an option to buy stock in 
= employer corporation at its book value on December 

, 1924, about $158 a share, which was its market value 
on that date. The individual did not exercise this option, 
but at the close of 1925 he transferred it to the taxpayer 
corporation, which was organized by him for the purpose 
of acquiring the stock covered by the option. The stock 
was issued to the taxpayer corporation on the same basis 
as if the option had been exercised by the individual on 
December 31, 1924, stock dividends in the interim having 
reduced the purchase price of each share of stock to $96.48 
a share, the market value at the time of issuance to the 
taxpayer corporation being $227 a share. This difference 
may not be regarded as the cost to the individual of the 
option on the theory that it was earned as additional salary 
in 1925.—U. S. Court of Appeals, District of Columbia, in 
Merhengood Corporation (Del.) v. Guy T. Helvering, Com- 
missioner of Internal Revenue. No. 6764. 
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Bond for Tax Payment—Extension of Time.——Where a 
bond for the payment of taxes implied an extension to 
August 10, 1928, for the payment, and in violation of this 
implied provision the tax was demanded and collected 
before that date, the Government’s right to rely on the 
new promise which came into being on giving the bond, 
as ground for retaining the money —- the running 
of the statute of limitations, was lost.—U. Dist. Court, 
Southern Dist. of N. Y., in il ‘tlliam C. pct & Co., Ine. 
v. United States. \l.aw 62-386. 

Bonds—Assumption of Tax Liability—Whiecre petition- 
ers received bonds in 1925 in consideration for which they 
agreed to assume any additional tax liability of a certain 
corporation for 1917 to 1924, and the litigation pertaining 
to the taxes was settled in 1929, it is held that the petition- 
ers are taxable in 1929 on the excess remaining after the 
settlement was effected. Petitioners are estopped from 
claiming that income to them was taxable in 1925, against 
which year the statute of limitations has run. 

Under a contract involving the sale of stock and the 
assumption by the petitioners of the existing tax liability 
of a certain personal service corporation, it is held that the 
bonds received by the petitioners were taxable as a part of 
the consideration stated in the contract, and not exempt as 
a distribution by a personal service corporation.—U. S. 
Circuit Court of Appeals, Seventh Circuit, in IV. L. Taylor 
and F. L. Bateman v. Commissioner of Internal Revenue. No. 
6031. October Term, 1936. January Session, 1937. Affirm- 
ing Board of Tax Appeals decision, 34 BTA 347. 

Capital Stock Tax.—Where petitioner was created by 
Dartmouth College and the Village Precinct of Hanover, 
both of whom were corporations exempt from income tax 
and held all of petitioner’s stock, it is held that petitioner 
comes within the meaning of section 103(14) of the Rev- 
enue Act of 1932, and is therefore exempt from the pay- 
ment of capital stock tax in accordance with section 
215(c)(1) of the National Industrial Recovery Act.—U. S. 
Dist. Court, Dist. of N. H., in Hanover Water Works Co. v. 
Peter M. Gagne, Collector of Internal Revenue. Law No. 960. 

Deductions — Contributions — Limitation. — Capital net 
losses under prior laws reduce amount of income to which 
the 15 per cent limitation on contributions is to be applied. 
The base for the computation of the 15 per cent limitation 
on the deduction for charitable and other contributions is 
gross income less all permissible deductions except con- 
tributions, regardless of whether the tax is computed under 
the capital net gain or capital net loss provisions of the 
Revenue Act of 1928—U. S. Circuit Court of Appeals, 
Third Circuit, in James H. Lockhart v. Commissioner of In- 
ternal Revenue. No. 6116. October Term, 1936. 

Affirming Board of Tax Appeals decision, 32 BTA 732, 
Dec. 8983, reported at 371 CCH § 331.3715. 

Husband and Wife—Oral Partnership Agreement.—In 
1920, the wives of two attorneys joined with them in an 
oral partnership agreement whereby the wives contributed 
the original capital and the husbands devoted all of their 
time to the personal service business of income tax and 
public accounting. The four partners shared in the profits 
and losses of the business according to the interests de- 
scribed in the partnership agreement which was evidenced 
in writing in 1923. It is held that there was no assignment 
by the husbands of a part of their income to their wives, 
but that the wives were legitimate partners taxable upon 
their respective distributive shares of the partnership in- 
come for 1927, 1928, and 1929.—U. S. Circuit Court of 
Appeals, Second Circuit, in Adrian C. Humphreys v. Com- 
missioner of Internal Revenue. 

Reversing Board of Tax Appeals decision, 33 BTA 1081, 
Dec. 9224, reported at 372 CCH § 1169.456. 


Income Tax—Bail for Taxpayer.—Plaintiff put up Lib- 
erty bonds as bail for a taxpayer who was acquitted of the 
criminal charge of violation of the income tax laws. Tax- 
payer was later found to owe income taxes, interest, and 
penalty in an amount exceeding the value of the Liberty 
bonds. It is held that where the Government cannot 
prove that the bonds were purchased with the taxpayer's 
funds, the bonds are returnable to the plaintiff, and may 
not be attached to satisfy a lien for taxes due.—u. S. 
Circuit Court of Appeals, Second Circuit, in Joseph L. 
Jacobson v. John Hahn; Joseph L. Higgins, Collector of 
Internal Revenue; and Arthur Flegenheimer. 
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Changes in Nation’s Tax System Urged 
i c repeal of sales taxes and chain 


store taxes, simultaneously with the placing 

of reliance on the personal income tax for a 
much larger portion of tax revenues, are among the 
major recommendations for the improvement of the 
nation’s tax system released by the Committee on 
Taxation of the Twentieth Century Fund following 
the completion of a two year survey by a staff 
of twenty tax experts, according to a recent an- 
nouncement by Thomas I. Parkinson, President of 
the Equitable Life Assurance Society and Chairman 
of the Fund’s special committee. 


“Everyone in the United States should be made 
conscious of the fact that, if he wants government 
services, he has to pay for them,” and in general 
“the consciousness of taxation should increase as 
government expenditures increase,” the Committee 
declares in partial explanation of its position. But 
most of the widespread taxes are “hidden” taxes, the 
Committee asserts. Hence, in its judgment, only the 
personal income tax can make large numbers of 
taxpayers directly aware of changes in the general 
level of federal and state expenditures since each 
taxpayer is compelled by that tax “to figure out his 
own liability and to meet it.” 

Under the Committee’s plan, the expert research 
staff estimates, the number of federal income tax 
returns would be increased from the 4,000,000 which 
were filed in 1934, to a new total which “might be 
as high as 12,000,000 or 13,000,000.” Of these re- 
turns, the total number taxable, it is calculated. 
would amount to 8,000,000 or possibly 9,000,000 in 
contrast to the small total of 1,800,000 in 1934. 

At the same time, Mr. Parkinson’s committee 
hastens to add, the total tax burden being carried 
by persons with low incomes should not be increased 
More specifically, “if people in this group are made 
to pay an income tax for which they were not liable 
before, or a heavier income tax than before, their 


tax liability in other directions ought to be reduced.” 

The Committee therefore, after suggesting that 
personal exemptions for single persons might be 
lowered from $1 000 to $500 and for a married couple 
from $2,500 to $1,000, proceeds to recommend that 
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there be compensatory reductions in other taxes that 
now fall heavily on persons of low incomes, such 
as tariff duties, “possibly the social security payroll 
taxes,” the indirect internal revenue taxes, and, in 
the states, sales taxes and property taxes levied for 
state purposes. 


Government Denied Interest on 
Counterclaim for Taxes 


| gene ne a principle to the effect that the 
Court should not affirm what is clearly an un- 
just and inequitable result unless under plain com- 
pulsion of law, the United States Supreme Court, in 
American Propeller & Mfg. Co. v. U. S., 374 CCH 
{ 9193, has reversed the lower court and has ruled 
that no interest be allowed the government on a 
counterclaim for 1918 federal income and war profits 
taxes where no interest had been allowed on a peti- 
tioner’s claim which resulted from a government 
contract. 


Upon consideration of the findings of the lower 
court as viewed in the light of the pleadings and the 
opinion, the Court held that there was no compliance 
with Sec. 250(e) of the Revenue Act of 1918,! re- 
lating to interest on deficiencies after notice and 
demand for collection. The Court’s summary of the 


facts and its comment thereon are distinctly tren- 
chant: 


It will be seen that under the findings, the government 
was indebted in 1924 to petitioner in the sum of $119,413.04, 
against which there was at the same time a just counter- 
claim of $82,701.29; so that if the account had been adjusted 
at that time instead of 12 years later, the government would 
have been obliged to pay petitioner. the difference between 
these two sums, or $36,711.75. The inequity of allowing 
the government interest for 12 years under these circum- 
stances, so as to bring the petitioner in debt to the govern- 
ment in the sum of over $21,000, is so gross as to be 
shocking. 


1Sec. 250(e) If any tax remains unpaid after the date when it is 
due, and for ten days after notice and demand by the collector, then, 
except in the case of estates of insane, deceased, or insolvent persons, 
there shall be added as a part of the tax the sum of 5 per centum on 
the amount due but unpaid, plus interest at the rate of 1 per centum 
per month upon such amount from the time it became due: Provided, 
That as to any such amount which is the subject of a bona fide claim 
for abatement such sum of 5 per centum shall not be added and the 
interest from the time the amount was due until the claim is decided 
shall be at the rate of 14 of 1 per centum per month * 
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Possible Repeal of Salary 
Publicity Provisions 


NONGRESSMAN DOUGHTON, Chairman of 
C the Ways and Means Committee of the House 
of Representatives, has introduced a bill (H. R. 6215) 
to repeal the provisions of the income tax requiring 
lists of compensation paid to officers and employees 
of corporations. The text of the bill is as follows: 

Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
subsection (d) of section 148 of the Revenue Act of 1936 
(relating to returns and reports of compensation paid to 


officers and employees of corporations in excess of $15,000 
per annum) is hereby repealed. 


Inasmuch as this bill was introduced by Congress- 


man Doughton, it is assumed that it has Adminis- 
tration approval and will become law. 


Injunctions in Cases Involving 
Acts of Congress 


LETTER of March 23, 1937, sent by the At- 

torney General to the President of the Senate 
contains a summary of injunctions or judgments 
issued or rendered by Federal Courts since March 4, 
1933, in cases involving Acts of Congress. The 
report covers 28 different Acts or parts thereof. 
The following data appear with relation to Federal 
taxes: 

Processing Taxes: Suits filed: 1898 in 69 district 
courts. Injunctions allowed: 1600; denied: 166; 
decisions withheld: 132. Estimated amount of taxes 
impounded pursuant to court orders: $180,000,000. 

One table shows by judicial circuits, the number 
of suits filed and injunction action by the district 
courts in those circuits. Another table shows the 
names of taxpayers who filed suits, arranged by 
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states, with a notation of the date 
the injunction was granted and the 
amount ordered impounded. The 
largest number of suits was filed in 
North Carolina (176) with Penn- 
sylvania second (147) and Georgia 
third (119). 


Coconut-Oil Processing Tax: 
Twelve suits have been filed against 
enforcement of the tax imposed by 
Sec. 602% of the 1934 Act. Only 
three have been finally adjudicated 
and in these, injunctions were de- 
nied. Eight of the suits were filed 
in California, and one each in Penn- 
sylvania, Ohio, lowa, and Nebraska. 


Social Security Act Taxes: Twen- 
ty-six suits have been instituted to 
enjoin the enforcement of taxes im- 
posed by the Social Security Act. 
Of seven courts which have ruled 
on the issue, six denied injunctions, 
and one issued a restraining order. 


Windfall Taxes: Injunction suits 
were filed in 169 cases. Granted: 
59; denied: 62; held in abeyance: 
48. Of the 59 cases where injunctions were granted, 
47 were in the district courts of Virginia, and 12 
were restraining orders granted in the district courts 
of South Carolina. 


The report is made in response to Senate Res. No. 
82 of February 15, 1937. Copies, constituting 113 
pages, can be obtained from the Superintendent of 
Documents, Washington, D. C., for a nominal price. 


Tax-Free Reorganization under 1918 Act 


HE Supreme Court, in Helvering v. Tex-Penn 

Oil Co. et al., 374 CCH { 9194, has held that cash 
involved in a reorganization was not received either 
by the corporation or by the stockholders in connec- 
tion with the exchange of their stock, but that it was 
a separate transaction, and a tax-free reorganization 
resulted under the 1918 Act. 

Two owners of several oil companies acquired as 
lessees, with three others, certain oil and gas leases. 
They transferred one-fourth of their interest therein 
to the newly created Tex-Penn Oil Co., receiving 
stock in proportion to their respective ownership. 
They then organized Transcontinental to acquire 
Tex-Penn and the other companies owned by the 
first two members. It was agreed that Tex-Penn was 
to transfer its assets to Transcontinental “for and 
in consideration of * * * $350,000 in cash and 
* * * 1,007,834 shares of the capital stock of * * * 
Transcontinental.” The cash was used to pay Tex- 
Penn’s liabilities, and the stock was issued to Tex- 
Penn’s stockholders. The five members then transferred 
their individual interests in the oil and gas leases 
to Transcontinental for cash. 

Upon the basis of these facts, the Board made an 
“ultimate finding,” and ruled that the transaction 
was not within the nonrecognition provisions of sec- 


tion 202(b) of the 1918 Act. 
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The Court held that the “ultimate finding” by the 
Board was a conclusion of law or a determination 
of a mixed question of law and fact, and was subject 
to judicial review on which the Court may substitute 
its judgment for that of the Board. The Court held 
that no taxable gain resulted to the Tex-Penn Oil 
Co., from a transfer of its assets to Transcontinental 
for stock of the latter company which was issued to 
stockholders of Tex-Penn. The amount of $350,000 
paid to Tex-Penn by Transcontinental for payment 
by Tex-Penn of its own debts was not additional 
cash received by Tex-lenn and did not remove the 
transaction from exemption under Sec. 202(b) of the 
1918 Act; it was an amount subtracted from the con- 
sideration paid by Transcontinental in acquiring the 
individually owned interests of Tex-Penn stockhold- 
ers for cash. 

The transfer of assets, therefore, by Tex-Penn to 
Transcontinental for stock, and the transfer of lease 
interests by Tex-Penn’s stockholders to Transcon- 
tinental for cash were separate transactions. The 
stockholders did not receive the cash for their stock 
in Tex-Penn, but for their personally owned lease 
interests. 

The Court further fortified its opinion by holding 
that the shares of Transcontinental, when acquired, 
did not have a fair market value because of their 
highly speculative quality and the terms of a restric- 
tive agreement which made their sale impossible. 


National Firearms Act Constitutional 


ECTION 2 of the National Firearms Act pro- 

vides for the registration of importers, manufac- 
turers, and dealers in arms and fixes an excise tax. 
In Sonzinsky v. U. S., 374 CCH J 9195, the petitioner 
had been convicted for violation of Section 2 for 
nonpayment of the tax as a dealer and he challenged 
the validity of the section. 

While not denying that Congress may tax his busi- 
ness as a dealer in firearms, the petitioner insisted 
that the present levy is not a true tax, but a penalty 
imposed for the purpose of suppressing traffic in a 
certain noxious type of firearms, the local regulation 
of which is reserved to the States 
because not granted to the national 
government. To establish its penal 
and prohibitive character, he re- 
lied on the amounts of the tax 
imposed by Sec. 2 on dealers, man- 
ufacturers and importers, and of 
the tax imposed by Sec. 3 on each 
transfer of a “firearm,” payable by 
the transferor. The cumulative 
effect on the distribution of a lim- 
ited class of firearms, of relatively 
small value, by the successive im- 
position of different taxes, one on 
the business of the importer or 
manufacturer, another on that of 
the dealer, and a third on the 
transfer to a buyer, he said was 
prohibitive in effect and disclosed 
unmistakably the legislative pur- 
pose to regulate rather than to tax. 











WASHINGTON TAX TALK 307 


The U. S. Supreme Court treated its problem as 
follows: 


Here § 2 contains no regulation other than the mere reg- 
istration provisions, which are obviously supportable as in 
aid of a revenue purpose. On its face it is only a taxing 
measure, and we are asked to say that the tax, by virtue 
of its deterrent effect on the activities taxed, operates as a 
regulation which is beyond the congressional power. 

Every tax is in some measure regulatory. To some ex- 
tent it interposes an economic impediment to the activity 
taxed as compared with others not taxed. But a tax is not 
any the less a tax because it has a regulatory effect * * *; 
and it has long been established that an Act of Congress 
which on its face purports to be an exercise of the taxing 
power is not any the less so because the tax is burdensome 
or tends to restrict or suppress the thing taxed. * * * Here 
the annual tax of $200 is productive of some revenue. We 
are not free to speculate as to the motives which moved 
Congress to impose it, or as to the extent to which it may 
operate to restrict the activities taxed. As it is not at- 
tended by an offensive regulation, and since it operates as 
a tax, it is within the national taxing power. 


Inspection of Original Income 
Tax Returns 


URSUANT to T. D. 4732 recently issued, Reg- 

ulations 86 and 94 are amended to add a new 
article, Article 55(b)-5, which permits the inspection 
of original income-tax returns in the same way that 
copies of returns may be inspected under Article 
55(b)-3. “Returns” includes “information returns, 
schedules, lists, and other written statements filed 
with the Commissioner designed to be supplemental 
to or to become a part of income returns. When 
permission to inspect original returns is requested, 
the application of the Governor of the State shall 
conform to the requirements specified in Article 
55(b)-4. 

“In any case where inspection of the original re- 
turn is authorized in accordance with the provisions 
of this article, the Commissioner may, in his discre- 
tion, permit inspection of other records and reports 
which contain information included or required by 
statute to be included in the return.” 
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A.B.A. Federal Tax Committee Meeting 


(Continued from page 268) 

Consequently, the validity of the practice of the Bureau 
for over a decade and a half in allowing legitimate invest- 
ment expenses as deductions in computing net income is 
unexpectedly subjected to doubt. 

In spite of these seemingly adverse decisions which the 
revenue agents of the Bureau in the field have been strictly 
following for a number of months, the latest information 
is that the Bureau has now advised the field to allow in- 
vestment expenses as deductions for income tax purposes, 
except to the extent that such expenses are allocable to 
nontaxable income. However, the situation is far from 
satisfactory. The taxpayer has appealed from the Board’s 
decision in the Heilbroner case to the Circuit Court of Ap- 
peals for the Second Circuit. If the court affirms the de- 
cision of the Board in that case, the only satisfactory 
remedy to the great body of taxpayers who must neces- 
sarily continue to incur investment expenses of one kind 
or another, will be an amendment to the Federal Revenue 
Act such as was recommended in the last report of the 
Special Committee on Federal Taxation. Recent develop- 
ments have thus demonstrated the wisdom of the Com- 
mittee’s recommendation. (Applause.) 


THE CHAIRMAN: 

It does seem when a phrase has been broadly construed 
for about 20 years and is still being broadly construed in 
its application to some situations, that for practical pur- 
poses the breadth of that phrase should properly be con- 
sidered settled, just as it would be settled by new legislation. 
lor instance, the owner of a leased building has always 
been allowed as a business deduction the necessary repairs, 
although owning one dwelling and leasing it is not en- 
gaging in trade or business in a narrow sense. To get that 
result we should not need new legislation. 


Mr. Faught mentioned to me a point outside of the scope 
of our Federal line, that I would like to have put in the 
record. Will you state, briefly, Mr. Faught, that point you 
mentioned to me? 


Effective Reporting of Assessment 
and Tax Facts 


(Continued from page 276) 

(d) Comparison of assessed and estimated true 
values of real estate, personal property and 
railroad property in the assessment district 
and in the State; 

(e) Comparison of changes in assessments and 
true values of taxable property in city as- 
sessment district and in other comparable 
cities. 

(4) Tax and Fiscal Statistics: 

(a) An outline of the state and local tax system ; 

(b) Number and distribution of local govern 
ments in the district, having the power to 
levy and collect taxes; 

(c) Tax rates and tax levies in the district for 
a period of years; 

(d) Aggregate current tax rates by local gov- 
ernmental districts, together with the aver- 
age and effective tax rates on a true value 
basis of property assessed ; 

(e) Total tax levies, collections and tax delin- 
quencies on real property, personal property 
and railroad property, for a period of years; 

(f) Special assessments and collections, for a 

period of years; 
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MR. FAUGHT: 

The particular point to which Mr. Miller refers is the 
problem of obtaining legislation by Congress so that the 
states may tax in an equitable manner the various types 
of banking institutions. At the present time, trust com- 
panies in each state are subject to the policies of that state 
in the matter of taxation. But there is an act of Congress 
which says that national banks within a state can be taxed 
as far as their physical plant is concerned, but they cannot 
be taxed by the states at any rates higher than “other 
moneyed capital.” 

If any of you have had occasion to go into this matter, 
vou will recall that the law is far from satisfactory. It 
may be worth while for some one to make a special study 
of this subject and see whether there is a real problem; 
and if there is a real problem, whether it falls within the 
domain of “adjective law,” and thus within the domain of 
action of the Bar Association. 

There is another subject within this taxation field, in 
regard to which I feel confident that the American Bar 
Association may take a position of leadership. With the 
Chairman’s permission, I would like to call attention to 
the fact that the New York State Tax Commission for a 
number of years was able to provide money to pay for 
fellowships at colleges and universities for graduate stu- 
dents who would devote their attention to the study of 
taxation problems. The Commission provided the money 
and designated the subject or subjects to be considered, 
but the academic work for a doctorate degree was done 
strictly under the instruction of the institution in question. 
As I recall, such fellowships were created in Columbia and 
other universities, including Yale. Now, the question arises 
whether or not the American Bar Association has sufficient 
influence with some of the Foundations to lay before them 
the desirability of creating a number of fellowships for 
graduate students to do the work in the different colleges 
and universities of this country, under the general direction 
of the American Bar Association, or of the Section on 
Taxation, if such a Section becomes organized. 

THE CHAIRMAN: 

lf there is no one else that has anything to lay before 

us, we will stand adjourned. 


(g) Total ad valorem, gross receipts taxes, state 
and local income taxes, sales taxes, gasoline 
and motor vehicle taxes, etc. for the district 
and per capita; 

(h) Legal debt margin and bonds issued and 
outstanding at close of each fiscal year, for 
a period of years; 

(1) Ratio of net bonded debt to assessed and 
estimated true values and net bonded debt 
per capita, for a period of years; 

(j) Allocation of total taxes and revenue re 
ceipts by major functions of local and state 
governments and by per capita, for a period 
ot years ; 

(k) Allocation of total cost payments by major 
functions of local and state governments and 
by per capita, for a period of years. 


Major Lines of Needed Improvement 


OWEVER notable the improvements that have 
taken place in assessment and tax administra- 

tion and reporting there is urgent need and promise 
of further improvement. Such improvement must be 
pressed if taxes are to be equitably distributed on the 
basis of benefits received and/or ability to pay, if the 
tax burden on real property is to be reduced, if pub- 
lic confidence is to be restored, and if the credit and 

(Continued on page 311) 
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Tax Exemptions—Part I 


(Continued from page 274) 


system of a state to decide whether or not exemp- 
tions claimed shall be allowed. Departmental inter- 
pretations of the revenue laws are of tremendous 
immediate practical importance to both the state and 
the taxpayers, but they are not a binding precedent 
on the government involved or on the courts. It is 
well settled law that while an erroneous decision of 
an administrative official may be based on a long 
standing interpretation of the law, the courts are 
free to apply their own independent judgment and 
interpret matters as they believe the legislature in- 
tended them to be. Also, property or individuals 
exempted in one year may be taxed at a later time 
notwithstanding a previous administrative interpreta- 
tion of the law in their favor.** 


Extent of Exemptions 


TRANGELY enough, an exemption law does not 
always mean as much as it seems to. For 
instance, in spite of the fact that most constitutional 
and statutory provisions relating to exemptions of 
charitable, religious and educational institutions are 
stated in general terms, the rule is that only institu- 
tions domiciled within a particular state are entitled 
to the benefit of such laws. Since an exemption 
from taxation is considered the equivalent of an ap- 
propriation of money out of the state treasury, it 
is presumed that the legislature intended to confine 
its favors to those who probably would confer the 
greatest benefit on its own citizens. In Morgan v. 
Atchison, Topeka and Santa Fe Railroad Company, 
the Supreme Court of Kansas decided that a bequest 
by a citizen of Ohio of stock in the Sante Fe Rail- 
way, a Kansas Corporation, for the purpose of estab- 
lishing a school and home for worthy children in 
Van Wert County, Ohio, was taxable under the in- 
heritance tax act of Kansas. Section I, Article XI, 
of the State constitution exempted “all property used 
exclusively for literary (or) educational purposes.” 
Also, the inheritance tax laws exempted bequests to 
“literary, educational, scientific, religious, benevolent 
and charitable societies or institutions.” Notwith- 
standing the general language quoted herein, the 
court decided that this exemption did not extend to 
a charitable corporation or institution located in 
another state. 


Inheritance Taxation 
(Continued from page 259) 


As previously stated, New Jersey sought unsuc- 
cessfully to file a bill in equity against Pennsylvania, 
in the Supreme Court of the United States, to pre- 
vent Pennsylvania from collecting inheritance tax on 
the Dorrance estate. 


Although it is true that New Jersey’s attempt to 
avail itself of this procedure came much too late, 
nevertheless, it is my belief that a bill in equity by 
one state against one or more other states, will not 





43 New York Life Ins. Co. v. Board of County Commissioners, (1932) 
155 Okla. 247, 9 P. (2nd) 936; Keokuk & W. R. Rd. Co. v. State of 


Missouri, 152 U. S. 316, 14 S. Ct. 592, 38 L. Ed. 450. : 
#4 (1924) 116 Kansas 175, 225 P. 1029. 
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prove to be a procedure available in the ordinary dis- 
pute of the kind under discussion. 

I venture this opinion notwithstanding the fact 
that on March 15 last, the Supreme Court of the 
United States permitted the State of Texas to file 
a bill in equity, against New York, Massachusetts, 
and Florida, to restrain them from collecting inher- 
itance tax from the estate of Edward H. R. Green. 

The first application of Texas for leave to file such 
a bill was refused on March 10. It is noteworthy 
that during the oral argument on March 10, Chief 
Justice Hughes inquired of counsel for Texas 
whether or not a subsequent bill could allege, (1) 
that the total inheritance taxes claimed by the four 
states involved would exceed the total value of the 
estate, and (2) that the property of the decedent 
within the jurisdiction of Texas was not sufficient to 
meet the inheritance tax levied by Texas. Counsel 
assured the Chief Justice that such allegations could 
and would be made in the bill which has since been 
presented. 

Only in extraordinary cases could such averments 
be made, and only in an extraordinary case could, 
in my judgment, this procedure be utilized. 


Obviously, if, ultimately, the procedure in the 
Worcester County Bank case shall be sustained, that 
will be the procedure to follow whenever an estate 
is confronted with claims by more than one state 
for inheritance tax on intangible personal property. 

Should it be held that the Interpleader Act is not 
available for this type of controversy, the only 
course for executors or administrators to pursue will 
be to seek injunctions against the state taxing offi- 
cers of the several states, in separate suits in Federal 
(listrict courts composed of three judges. However, 
this procedure is not “fool-proof” as it is quite con- 
ceivable that different district courts, passing upon 
different testimony, may reach different results as to the 
domicile of the decedent at the date of his death. 

Of course executors or administrators can decide 
for themselves where their decedent was domiciled 
and, on Federal constitutional grounds, resist the 
payment of inheritance tax to any other jurisdiction. 
However, if their decision proves to have been erro- 
neous the Dorrance Cases render it extremely doubt- 
ful whether they can subsequently reverse their 
position and resist payment of the tax in the state in 
which they believed that their decedent was domi- 
ciled. 

It is a very interesting fact that the courts of 
Pennsylvania and of New Jersey applied wholly dif- 
ferent rules of law to the determination of domicile. 

The Supreme Court of Pennsylvania followed the 
rule embodied in the Restatement of the Law Con- 
flict of Laws, namely, that the “intention necessary 
for the acquisition of a domicile is an intention as to 
the fact, not as to the legal consequences of the fact. 
A man’s home is where he makes it, not where he 
would like to have it.” 

On the other hand, the New Jersey courts took the 
position that Dr. Dorrance was domiciled in New 
Jersey “if he retained his New Jersey property and had 
no intention to abandon that property as his home.” 

The evidence before the courts of both states was 
identical. On the same evidence the highest courts 
of the two states reached exactly opposite conclusions. 
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Effective Reporting of Assessment 
and Tax Facts 


(Continued from page 308) 


orderly functioning of the organized governments 
are to be firmly reestablished. 

The major lines of improvement in assessment 
and tax administration which should be made may 
be summarized as follows: 

(1) Effective central supervision over adminis- 
trative practices and methods and coordination of 
assessment and tax administration to bring about 
state and county-wide uniformity. 

(2) Integrated assessing, reviewing and tax collec- 
tion organization to assure unified assessment prac- 
tices and effective tax collection administration and 
adequate periodic reporting of conditions, services 
and results. 

(3) Establishment of administrative policies, sys- 
tems of rules, procedures and standards of govern- 
ing the annual valuation of different classes of 
property. 

(4) Provision of methods and tools necessary 
for effective assessment administration, including 
(a) classification of lands and improvements; (b) land 
value maps; (c) tax maps showing location and size 
of every parcel of property; (d) standards and units 
of value for the valuation of lands and buildings; 
(e) standards for valuation of inventories, equipment 
and other taxable personal property; (f) individual 
property record cards; (g) rules and guides for phys- 
ical depreciation and functional depreciation. 

(5) Integration and utilization of advanced office 
practices, methods and mechanical devices, the plan- 
ning and scheduling of operations and the continuous 
control and audit of records on assessments, revi- 
sions and tax extensions and collections. 

(6) Wide publicity and public relations, with the 
standardization of statistical reporting in the as- 
sessment and tax fields; periodic presentation of 
information on administrative policies, practices and 
results; wide distribution of assessment information 
and publication of individual assessments, land value 
and tax maps and detailed tax and expenditure data 
for the use and reference of taxpayers. 

All of these lines have been applied to a greater 
or less extent in the different assessment districts 
and states. The advances made and improvements 
accomplished have been determined largely accord- 
ing as the state and local tax administrations have 
been progressive and articulate and as intelligent 
understanding and cooperation have been obtained 
from taxpayers and from public officials in the prose- 
cution of well worked out plans and practices. 


Broadening the Inome Tax Base 


(Continued from page 255) 


The steel industry offers a good example of what 
is taking place at the present time. It has recently 
granted wage increases estimated to total about 
$125,000,000 for the coming year. But at the same 
time it is announcing price increases on steel which 
will more than cover this increase in wages. 
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It is important that we find ways and means to 
direct this expanding income into constructive chan- 
nels. If we do not, it will find its way into unsound 
investment, and the nation will be in the same disas- 
trous cycle that blew up in 1929. A sound policy 
of income taxation can prevent the excesses that 
lead to such a catastrophe, but we must act quickly. 

We have approximately ten million unemployed 
men and women who are looking to the government 
for aid. And there is a vast program of public im- 
provement and conservation which needs to be un- 
dertaken. By a thoroughgoing program of income 
taxation the dangerous surplus incomes which are 
now accumulating in the form of private capital can 
be turned to finance this work. 

Instead of looking forward to the curtailment of 
governmental activity, we ought to look forward to 
its expansion as a fundamental social adjustment 
in a changing economic society. Our government 
can and must serve as the stabilizer in our national 
economy. But before it can perform that function 
over any long period of time, we must adopt a ra- 
tional tax policy which will provide regular chan- 
nels for the steady circulation of a balanced national 
income. 





Correction 


In the April issue of the Tax Magazine there ap- 
peared an article by Leo H. Hoffman and Robert 
W. Knox entitled “Liability for Improper Accumu- 
lation of Surplus.” We erroneously listed Leroy H. 
Hoffman as one of the co-authors. 
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Estate Tax Regulations 80 Amended 


PPROVED March 18, 1937, T. D. 4729 amends 
A twelve Articles of Regulations 80 to reflect 
the effect of the Revenue Acts of 1935 and 
1936 and the effect of recent Supreme Court De- 


cisions. A summary of the amendments follows: 

Article 15: “Transfers during life,’ is amended by omit- 
ting the reference to whether the transfer was made be- 
fore or after the enactment of the Revenue Act of 1916 
and by expanding (3) to further describe enjoyment or 
possession retained by the decedent. Incorporated also in 
the Article is the effect of T. D. 4699, which added Article 
13% to Regulations 80, providing for an optional valuation 
date. 

Article 17: “Transfers conditioned upon survivorship,” 
retains reference to whether the transfer was made before 
or after the enactment of the Revenue Act of 1916 and 
excludes from the gross estate any property, which by a 
mere provision in the instrument, “was to revert to the 
decedent upon the predecease of some other person or 
persons or the happening of some other event.” This 
reflects the Supreme Court decision in Helvering v. St. 
Louis Union Trust Co., 56 S. Ct. 74 [364 CCH 9005]. 

Article 18: “Transfers with possession or enjoyment re- 
tained” is amended in subdivision (a) “Transfers during 
life” by prescribing more fully the “reservation or reten- 
tion of * * * income the actual enjoyment of which by 
the decedent, was to be postponed until the termination 
of a transferred precedent interest or estate.” There is 
also incorporated therein the effect of Douglas v. Willcuts, 
296 U. S. 1 [364 CCH § 9002], wherein it was held that the 
grantor is taxable on any income set aside by him for the 
discharge of a legal obligation. 

Article 19: “Transfers with right retained to designate 
who shall possess or enjoy” is amended in subdivision (b) 
and defines the expression “reserved at the time of trans- 
fer” and prescribes in three circumstances, depending upon 
the date the transfer was made and the date of decedent’s 
death, the effect of decedent’s retention of such right to 
designate. 

Article 20: “Transfers with power to change the enjoy- 
ment,” is amended not only by the omission of the refer- 
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ence to whether the transfer was made before or after 
the Revenue Act of 1916 but it is also divided into two 
parts: (a), relating to whether certain changes in the Act 
are declaratory of the meaning of the subdivision prior 
to the amendment; and (b), taxability, providing for 
the includibility in the gross estate of transfers coming 
within three designated paragraphs. 

Article 21: “Power relinquished in contemplation of 
death,” is similarly amended by the addition of three newly 
defined situations relating to the relinquishment of power 
and their effect. 

Article 25: “Taxable insurance,” is amended by striking 
out the second sentence of the second paragraph and in- 
serting a new paragraph therefor pertaining to when in- 
surance is effective only in the case of a decedent dying after 
November 7, 1934, the date of the approval of Regulations 
80. Article 25 is further amended by striking out the last 
sentence thereof. 

Article 36: “Claims against the estate” is amended to 
vive effect to the additional liability for interest where 
the executor exercises the optional valuation date. 

Article 38: “Unpaid mortgages,” is now more descriptive 
of the manner to be used in reporting the gross value of 
property and the subsequent effect of unpaid mortgages, 
ctce., and describes the treatment of interest liability oc- 
casioned by the exercise of the optional valuation date. 

Article 67: ‘Examination of return and determination of 
tax by the Commissioner” is amended by omitting the 
paragraph relating to the examination of the return in 
codperation with or simultaneously with that of the offi- 
cials having in charge the matter of determining the amount 
of tax due the State or territory by virtue of the decedent's 
death. 

Article 72: “Returns confidential” is amended by omit- 
ting reference to the effect on examinations of the pro- 
visions of Articles 67 and 73. The remaining text is 
substantially the same as before. 

Article 73: “Disclosure other than to executor” is amend- 
ed by striking out the first and second paragraphs thereof. 
The Article now reads: “If an attorney or other person 
asks for a ruling on a question of law arising in a specific 
case, the Commissioner will require satisfactory evidence 
of the right to obtain such ruling. Hypothetical questions, 
however, can not be answered.” 





Book Reviews 


Facing the Tax Problem: A Survey of Taxation in the 
United States and a Program for the Future. Twentieth 
Century Fund, Inc., New York, 1937. pp. 606. Price $3.00. 
Prepared under the auspices of the Committee on Taxation 
of the Twentieth Century Fund, Inc. A survey by Carl 
Shoup, assisted by Roy Blough, Mabel Newcomer and a 
staff of seventeen specialists, and a program by Thomas I. 
Parkinson, Francis Biddle, Henry S. Dennison, Robert 
Murray Haig, Peter Molyneaux and Eustace Seligman. 
Roswell F. Magill was also a member of the committee 
until his recent appointment as Undersecretary of the 
United States Treasury. 

The volume “is intended, first, to give the general reader 
an understanding of the tax system as it now exists—fed- 
eral, state, and local; and, second, to suggest specific ways 
by which it can be improved.” (Preface.) First, a brief 
background of the American tax system, its development 
and outstanding features, is outlined. The principal forms 
of taxation are reviewed and statistical studies of their 
operation are presented. Then follows an analysis of the 
primary aims of a tax system, namely revenue and social 
control, and the secondary aims, such as tax justice, a 
degree of revenue stability, ease of administration, develop- 
ment of tax consciousness and intergovernmental co-ordi- 
nation. Next are summarized the general conclusions and 
the specific recommendations of the directors of research 
with respect to each form of tax, and finally the report of 
the Committee on Taxation with its conclusions and 
recommendations. 

There is obviously a sharp division between the forepart 
of the book, which is a factual study of the tax system as 
it is, and the latter part, dealing with conclusions and 
recommendations. The former represents a great wealth 
of information, including statistical and tabular data, rea- 


sonably up-to-date and apparently very well compiled, on 
taxes as actually administered. Of greater interest and 
likely of more permanent value are the detailed studies of 
primary and secondary aims of taxes, the standards and 
criteria for testing taxes and their results, and other theo- 
retical but highly important considerations. The bibli- 
ography of works drawn upon is extensive and the text is 
greatly amplified by notes. 

The conclusions and recommendations, both of the di- 
rectors of research and the special committee, are entitled 
to the greatest weight on account of the distinction and 
undoubted integrity and impartiality of the members. Fur- 
thermore, the fact that the committee has reached unani- 
mous agreement on all but two recommendations is, as 
stated in the Preface, “evidence both of their determination 
to deal with facts objectively and of the validity of the 
program they propose.” 

As to the general utility of the project, the most cynical 
must admit that without an exhaustive factual research, 
no valid conclusions can be reached nor recommendations 
of weight made, and that in the absence of studies of this 
nature, it is certain that no progress will be made toward 
more efficient and equitable methods of taxation. In this 
respect the book serves as an invaluable guide in a wilder- 
ness of hit-or-miss methods, log-rolling by special interests 
~~ the goose with the least squawking.—James 
.. atson. 

Taxes: Benefit and Burden, by M. Slade Kendrick and 
Charles H. Seaver, Newson & Co., New York, 1937, pp. 190. 
Price $0.80. 

This is the second volume in a new group of little books 
on current problems and their backgrounds. Designed 
as a high school text-book, “Taxes” takes up not only the 
various taxes we pay and how pavment is made but also 
for what purposes they are paid. It is an integrated story 
told from the taxpayer’s point of view. 








